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ENTREPRENEURSHIP  IN  ERICA: 

FEDERAL  GOVERNMENT  BURDENS  ON 
AGRIBUSINESS 


THURSDAY,  APRIL  13,  1995 

United  States  Senate, 
Committee  on  Small  Business, 

Washington,  DC. 
The  committee  met,  pursuant  to  notice,  at  2:30  p.m.,  in  the  Show 
Me  Center  Meeting  Room,  Cape  Girardeau,  Missouri,  the  Honor- 
able Christopher  S.  Bond  (chairman  of  the  committee)  presiding. 
Present:  Senator  Bond. 

OPENING  STATEMENT  OF  THE  HONORABLE  CHRISTOPHER  S. 
BOND,  CHAIRMAN,  COMMITTEE  ON  SMALL  BUSINESS,  AND  A 
UNITED  STATES  SENATOR  FROM  MISSOURI 

Chairman  BOND.  This  hearing  of  the  United  States  Senate  Com- 
mittee on  Small  Business  will  now  come  to  order.  It's  a  real  pleas- 
ure for  me  to  be  back  in  Cape  Girardeau  for  one  of  a  series  of 
Small  Business  Committee  hearings  we  are  holding  around  the 
country  on  the  theme  "Entrepreneurship  in  America." 

As  Chairman  of  the  Senate  Small  Business  Committee,  I've 
scheduled  these  hearings  to  get  the  views  and  comments  of  small 
business  people  to  guide  Congress  as  we  rethink  how  government 
can  best  serve  America's  small  businesses. 

Congress  has  to  take  responsibility  for  encouraging  entrepre- 
neurship and  making  sure  that  the  federal  government  does  not 
stifle  the  small  and  growing  business  sector  that  will  provide  to- 
morrow's innovative  products  and  services. 

Now,  just  early  this  morning  I  held  a  hearing  with  Senator  Bill 
Frist  of  Tennessee,  a  new  member  of  the  Small  Business  Commit- 
tee. Yesterday  we  held  hearings  in  Kansas  City  and  St.  Louis.  Pre- 
viously we  held  one  in  Albuquerque,  New  Mexico.  And  I  think  it's 
no  surprise  that  we  see  a  common  theme,  and  we  are  hearing  that 
in  many  of  these  hearings. 

All  of  you  in  agriculture,  for  example,  who  practice  conservation 
with  your  wallets  and  your  backs,  not  with  pencils  and  green  eye 
shades,  know  that  federal  government  regulations  in  agriculture 
can  be  an  excessive  burden  on  the  family  farming  business.  We  are 
here  today  to  hear  from  those  who  practice  conservation,  care  for 
the  environment  and  whose  livelihood  depends  on  the  most  cost-ef- 
fective stewardship  of  their  means  of  production — that's  people  and 
land. 

(1) 


As  people  here  well  know,  regulations,  regardless  of  their  intent, 
are  hidden  taxes  on  producers  and  consumers.  America  remains 
the  most  productive  nation  in  the  history  of  the  world,  but  I  fear 
we  have  been  on  a  taxing,  spending,  regulating,  and  litigating 
binge  that  threatens  our  ability  to  compete  in  an  increasingly  com- 
petitive world  market.  As  voters,  you  were  among  a  nationwide 
group  who  made  it  clear  last  November  that  you're  fed  up  with  gov- 
ernment inefficiency,  wasteful  spending  and  excessive  regulation. 

Someone  asked  me  how  much  progress  we  could  make  in  bring- 
ing some  common  sense  to  the  regulatory  process,  and  I  said,  "Back 
home  in  Missouri  when  you  find  yourself  in  a  deep  hole,  the  first 
thing  you  do  is  stop  digging."  Even  though  we  are  going  to  try  to 
review  some  of  the  existing  regulations,  we  want  to  add  common 
sense  to  the  process.  To  get  peer-reviewed  science,  good  sound 
science  rather  than  pop  culture,  good  risk  assessment,  and  cost/ 
benefit  analysis  are  on  the  table.  We're  fighting  those  who  want  to 
see  the  regulatory  system  continue  just  as  it  is,  and  there  is  a  real 
battle  brewing  over  that  in  Washington. 

I  recently  cosponsored  a  bill  to  delay  the  delineation  of  wetlands 
on  agricultural  property  until  Congress  has  the  opportunity  to  com- 
plete consideration  of  the  1995  farm  bill  and  perhaps  clarify  even 
more  carefully  what  is  a  wetland  and  what  isn't.  The  purpose  of 
the  measure  I  cosponsored  was  to  prevent  federal  agencies  from 
going  out  in  the  field  and  causing  hassle  to  the  farmers  and  head- 
aches for  themselves  to  delineate  wetlands  under  a  set  of  rules  that 
most  of  us  in  Congress  think  is  going  to  be  changed  when  the  1995 
farm  bill  goes  through. 

Shortly  after  that,  you  might  not  be  surprised,  the  St.  Louis 
Post-Dispatch  editorialized  that  I  oppose  "protecting  wetlands  on 
private  property,"  and  obviously  they  also  criticized  my  fight  to  re- 
build the  Army  Corps  of  Engineers'  levees  after  the  1993  flood.  I 
wrote  back  to  them  and  said,  "I  don't  oppose  protecting  wetlands 
on  private  property — I  want  to  protect  wetlands  and  private  prop- 
erty." And  I  think  this  new  Congress  will  take  the  bold  constitu- 
tional step  of  trying  to  do  both,  even  if  it  is  at  the  behest  of  those 
who  simply  farm  and  live  on  the  land.  It  may  not  be  in  accord  with 
the  wishes  of  those  who  commute  every  day  to  a  former  wetland 
protected  by  a  500  year  flood  levee,  but  frankly  it's  about  time  the 
people  in  the  real  world  were  heard. 

The  agricultural  sector  supported  by  Missouri  and  rural  America 
is  responsible  for  roughly  $45  billion  in  exports.  At  a  time  when 
our  nation  faces  an  enormous  overall  trade  deficit,  effective,  effi- 
cient agriculture  is  vitally  important  for  us  here  at  home  and  in 
the  world  market.  I  think  our  productive  capability,  our  way  of  life 
rests  with  our  land,  commitment,  energy  and  talent.  The  oppor- 
tunity to  capitalize  on  these  treasures  is  something  our  government 
should  inspire,  not  obstruct. 

As  Chairman  of  the  Small  Business  Committee,  I'm  looking  for 
sensible  ways  to  relieve  small  business  owners  of  excessive  bureau- 
cratic government  regulations.  I  want  to  find  creative  ways  for 
Congress  to  improve  the  flow  of  start-up  and  expansion  capital  to 
small  businesses  and  new  growth  companies,  and  to  make  it  easier 
for  companies  to  export  their  products,  services,  and  ideas  in  the 
global  economy. 


I  am  very  excited  about  the  opportunities  we  have  today  to  im- 
prove the  quality  of  Hfe  in  small  and  growing  businesses  and  par- 
ticularly for  the  agribusiness  sector.  Your  views,  however,  are  vi- 
tally important  to  me  and  to  all  of  us  in  Washington,  because  we 
have  found  over  the  years  that  the  best  ideas  come  from  you  who 
live  and  work  in  the  real  world,  not  from  the  professionals  in 
Washington.  I  appreciate  all  of  you  being  here.  I  am  particularly 
grateful  to  the  ones  who  prepared  testimony  and  are  going  to  par- 
ticipate in  the  hearing.  I  look  forward  to  hearing  your  views  and 
comments. 

Now,  our  first  witness.  It  is  a  very  special  pleasure  for  me  to  wel- 
come the  Congressman  from  this  area,  a  long  time  friend  of  mine 
and  a  great  friend  of  agriculture  and  agribusiness  in  Missouri  and 
across  the  nation.  With  us  today  to  lead  off  the  hearing  is  Con- 
gressman Bill  Emerson,  Welcome,  Bill.  Thanks  for  joining  us. 

STATEMENT  OF  THE  HONORABLE  BILL  EMERSON,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  MISSOURI 

Mr.  Emerson.  Thank  you.  Senator  Kit,  and  thank  you  for  that 
generous  welcome.  It  is  indeed  an  honor  to  be  a  part  of  such  a  dedi- 
cated and  distinguished  group  of  leaders  who  are  going  to  be  talk- 
ing to  you  here  today  from  government,  business,  the  civic  and  ag- 
ricultural sectors,  and  I'm  delighted  to  be  able  to  be  a  part  of  it. 
I  commend  you  most  highly  for  listening  as  you  do  to  the  concerns 
of  our  people,  and  this  opportunity  that  we  have  here  today  I  be- 
lieve can  be  a  real  part  of  the  building  block  process  to  achieving 
the  goals  and  objectives  that  you  have  just  been  talking  about. 
There  should  be  no  doubt  that  small  business  is  America's  busi- 
ness, and  certainly  in  our  part  of  the  country,  agribusiness  is  cru- 
cial for  future  entrepreneurship  and  that  means  for  the  future  of 
our  country,  because  small  business  creates  jobs  and  allows  people 
to  improve  their  quality  of  life  while  questing  for  the  American 
dream. 

In  his  first  inaugural  address.  President  Thomas  Jefferson  said 
that  the  sum  of  good  government  is  "a  wise  and  frugal  government, 
which  shall  restrain  men  from  injuring  one  another,  which  shall 
leave  the  otherwise  free  to  regulate  their  own  pursuits  of  industry 
and  improvement,  and  shall  not  take  from  the  mouth  of  labor  the 
bread  it  has  earned." 

These  should  be  the  guiding  principles  of  our  new,  more  conserv- 
ative Congress  than  those  which  we  have  experienced  in  recent 
times. 

Before  I  get  ahead  of  myself  though,  I  do  want  to  take,  Kit,  just 
the  brief  opportunity  to  thank  you  for  putting  this  forum  together, 
because  this  really  is  what  our  democracy  is  all  about.  People 
should  be  in  touch  with  their  lawmakers  to  share  their  thoughts 
and  concerns,  and  you're  giving  the  people  of  Southeast  Missouri, 
indeed  of  all  Missouri,  through  this  and  other  means  an  ample  op- 
portunity to  express  their  ideas  that  you  can  put  forth  when  we  re- 
turn to  Washington.  You  are  a  key  player  in  what  we  refer  to  as 
the  other  chamber,  and  we  really  need  your  voice  to  champion  the 
common  sense  ideas  that  all  of  us  down  here  in  Southeastern  Mis- 
souri share,  and  the  reauthorization  I  might  say  of  the  Clean 
Water  Act  is  one  such  idea. 


Just  before  we  recessed,  as  a  member  of  the  House  Transpor- 
tation and  Infrastructure  Committee,  I  was  working  to  bring  about 
sound  science  and  common  sense  and  voluntary,  incentive-based 
programs  into  our  current  Water  Quality  Law,  and  we  were  suc- 
cessful in  that  in  the  House  committee.  We  will  be  going  to  the 
floor  with  a  good  Clean  Water  Bill  when  we  return  following  this 
Easter  break.  As  many  in  this  room  know  very  well,  the  current 
Clean  Water  Act  has  frustrated  too  many  Missouri  businesses, 
farmers  and  ranchers.  And  in  the  past,  the  only  solution  from  the 
Washington  environmental  community  and  the  EPA  and  the  White 
House  was  to  saddle  farmers  and  ranchers  with  more  federal  man- 
dates, more  regulatory  burdens,  more  costly  livestock  and  crop  pro- 
duction hurdles,  which  of  course  translates  into  fewer  rural  jobs, 
something  that  all  of  us  in  this  room  are  very  concerned  about. 

The  proposal  which  passed  the  Transportation  Committee,  we've 
renamed  it  the  Transportation  and  Infrastructure  Committee,  late 
last  week  passed  on  a  very  bipartisan  basis.  A  lot  of  conservative 
and  moderate  Democrats  voted  with  us,  and  we're  going  to  fix  this 
wetlands  dilemma  that  has  frustrated  Missouri's  agricultural  com- 
munity for  so  many  years.  Any  Southern  Missouri  farmer  can  ex- 
plain the  fact  that  wetlands  vary  from  farm  to  farm  and  from  field 
to  field.  Common  sense  also  tells  us  that  wetlands  should  be  classi- 
fied according  to  their  values  and  functions.  The  time  has  come  for 
the  federal  government  to  recognize  the  difference  between  a  pris- 
tine wetland  and  a  mud  puddle.  And  our  legislation  directs  the  fed- 
eral regulators  to  consider  the  value  of  wetlands  from  among  the 
competing  social,  economic  and  environmental  needs. 

Now,  that  was  just  one  of  the  actions  that  passed  at  the  commit- 
tee level  in  the  House.  And  I  want  to  reiterate,  however,  that  in 
our  area,  a  majority  of  our  businesses  are  intimately,  intimately 
linked  with  agriculture.  Whether  it's  farm  implement  dealers,  the 
seed  cleaner,  the  chemical  or  the  fertilizer  dealer,  local  parts  store, 
the  small-town  coffee  shop  or  the  truck  dealership,  they  all  have 
a  very  heavy  interest  in  a  healthy  and  successful  farm  economy  for 
their  livelihood.  And  you  might  say  down  here  that  how  agriculture 
goes,  so  goes  our  business  community.  To  put  it  in  the  bigger  pic- 
ture, our  rural  communities  rely  upon  American  agriculture  for 
their  sustained  economic  development. 

One  of  the  many  instances  of  maintaining  a  healthy  farm  econ- 
omy can  be  found  in  the  much  talked  about  now  Contract  with 
America.  Particularly,  House  conservatives  have  laid  the  path  to 
getting  government  off  the  backs  of  small  businesses  and  local  com- 
munities, and  that  probably  means  just  about  most  everyone  in 
this  room,  if  not  everyone. 

For  example,  one  item  called  "Rolling  Back  Government  Regula- 
tions," it's  a  key  item  in  the  contract,  and  among  its  key  provisions 
are  requiring  cost^enefit  analyses  of  major  new  regulations  before 
they're  put  in  place.  That  is  to  say  the  benefit  of  what  we're  going 
to  do  has  to  outweigh  the  cost  before  we  do  it.  And  we're  going  to 
restrict  government  "takings"  of  private  property;  allow  court  chal- 
lenges of  regulations  that  are  viewed  as  unfairly  burdensome  on 
small  businesses;  and  significantly  reduce  the  level  of  paperwork 
imposed  by  federal  agencies. 


Now,  like  so  many  in  the  agriculture  and  small  business  commu- 
nity, I  believe  farmers  and  local  industries  need  to  have  more  time 
to  tend  to  their  business  and  their  family  needs,  rather  than  to  put 
up  with  a  lot  of  arbitrarily  imposed,  government  imposed,  paper 
shuffling. 

Another  significant  hurdle  that  we  cleared  last  week  was  to  pro- 
vide some  additional  relief  to  families,  children,  seniors  and  busi- 
nesses, and  that  was,  we  passed  the  Tax  Fairness  &  Deficit  Reduc- 
tion Act.  For  the  first  time  in  American  history,  a  comprehensive 
proposal  was  put  forth  with  spending  cuts,  deficit  reduction  and 
tax  relief  all  rolled  into  one. 

Now  for  every  dollar  of  tax  cuts,  it  demands  another  dollar  in 
spending  cuts  for  deficit  reduction.  76  percent  of  those  cuts  are 
going  directly  to  families,  and  24  percent  will  go  into  job  creation 
and  to  give  some  leg  up  to  small  business. 

Besides  repealing  the  Corporate  Alternative  Minimum  Tax,  I 
think  that  one  of  the  most  significant  provisions  in  the  package  to 
relieve  individuals  and  small  businesses  is  the  one  that  reduces  the 
Capital  Gains  Tax.  No  question  that  a  capital  gains  rate  reduction 
should  help  to  spur  growth  and  investment,  enhance  productivity 
and  create  jobs. 

And  I  want  to  point  out  just  before  I  close  here  that  I  get  inter- 
ested in  reading  in  the  national  media  when  I  hear  the  capital 
gains  rate  reduction  proposal  described  as  a  rich  man's  scheme.  I 
don't  hear  from  anybody  that  I  know  that's  rich  on  this  subject.  As 
a  matter  of  fact,  1985  data  suggests  that  75  percent  of  the  tax- 
payers who  show  capital  gains  on  their  returns  have  incomes  of 
less  than  $50,000  annually,  and  almost  17  percent  reporting  less 
than  $10,000  in  wages  and  salary.  The  present  treatment  of  capital 
gains  hurts  everybody  who  would  like  to  put  away  a  small  sum  for 
tomorrow,  not  just  the  rich.  And  that  tells  me,  those  figures,  75 
percent  of  the  taxpayers  who  would  benefit  with  incomes  of  less 
than  $50,000  and  17  percent  reporting  less  than  $10,000,  that  tells 
me  that  agriculture  and  small  business  is  very  much  in  the  mix 
there. 

And  the  even  more  compelling  reason,  of  course,  for  the  capital 
gains  reduction  lies  in  the  stimulation,  or  the  lack  thereof,  of  the 
economy.  Government  tax  policy,  as  you  and  I  have  agreed  for  a 
long  time,  ought  to  promote,  not  discourage,  investment  and  sav- 
ings, and  the  current  treatment  of  gains  pushes  the  scales  heavily 
in  favor  of  consumption. 

Now,  I  know  my  time  has  run  out  here,  and  I  do  want  to  close, 
however,  with  a  comment  that  I  think  is  rather  poignant.  Jack 
Farris,  who's  the  head  of  the  600,000  member  National  Federation 
of  Independent  Business,  said  in  summing  up  the  first  100  days  of 
the  current  Congress,  I  think  it's  a  very  apt  statement:  "For  the 
first  time  in  decades,"  he  said,  "the  small  business  community  has 
been  able  to  play  offense  rather  than  defense,  to  promote  legisla- 
tion that  helps  create  jobs  and  grow  the  economy  rather  than  fend 
off  misguided  proposals  that  tighten  the  regulatory  straight-jacket 
of  Big  Government." 

That's  just  one  report  card  about  the  direction  that  we're  going 
in,  but  I  think  we're  going  to  go  a  lot  farther,  and  I  want  to  com- 
pliment you  for  being  here  today  and  for  the  effort  that  you  are 


making  in  the  other  body  to  help  get  us  on  the  track  that  I  know 
the  overwhelming  majority  of  our  fellow  citizens,  particularly  those 
here  in  Southeast  Missouri,  want  us  to  be  on.  Thank  you. 

Chairman  Bond.  Congressman,  thank  you  very  much,  and  we 
sincerely  appreciate  your  testimony.  I  would  like  to  invite  you  to 
come  up  here  and  sit  with  me,  because  it's  important  that  we  hear 
this  on  both  sides  of  the  Capitol,  in  the  House  as  well  as  in  the 
Senate.  Your  comments  are  very  well  taken.  Jack  Farris  was  our 
leadoff  witness  in  Memphis  today,  and  he  rocked  and  fired  and  ex- 
pressed relief  that  there  was  a  sort  of  different  approach  and  a  dif- 
ferent makeup  in  Washington. 

I  would  now  like  to  invite  our  first  panel,  Charlie  Kruse,  Presi- 
dent of  Missouri  Farm  Bureau;  Peter  Myers,  President  of  Myers 
Land  Management  Company;  and  Ron  Milbach,  President  of  Pro- 
duction Credit  Association,  to  come  forward.  Gentlemen,  it  is  good 
to  see  all  of  you  back  again.  I  am  going  to  have  to  ask  first  that 
you  make  the  written  statements  a  full  part  of  the  record.  We  will 
accept  the  statements  from  all  of  you  as  a  part  of  the  record.  We'd 
ask  you  to  try  to  summarize  your  comments  so  we  can  have  a  little 
time  for  questions  and  answers. 

We  would  like  you  to  keep  it  to  five  minutes.  We  started  out  with 
one  of  these  highfalutin  electronic  machines  that  has  a  green  light 
that  stays  on  for  four  minutes  and  then  a  yellow  light  for  one 
minute  and  a  red  light  that  comes  on  at  the  end.  Unfortunately, 
we  were  not  able  to  travel  with  technology,  so  we  have  a  card  that 
says  "One  Minute"  which  Cheryl  will  put  up  when  you  have  gone 
four  minutes  and  one  which  says  "Time"  which  means  could  you 
please  wrap  it  up. 

Unfortunately,  we  are  squeezed  on  the  back  end  and  have  to  get 
some  people  to  make  a  plane  in  St.  Louis,  so  we  need  to  finish  up 
by  about  4:15  today,  but  my  very  special  thanks  to  all  of  you  for 
coming  out,  for  providing  the  written  testimony  which  I  know  will 
be  very  helpful  to  all  the  members  of  my  Committee.  We  will  be 
happy  to  share  it  with  the  Congressman  so  he  can  take  it  back  to 
utilize  and  share  with  his  colleagues  on  Agriculture  as  well  as  with 
Jan  Meyers  and  the  House  Small  Business  Committee.  With  that, 
Charlie,  would  you  like  to  begin? 

STATEMENT  OF  CHARLES  KRUSE,  PRESIDENT,  MISSOURI 
FARM  BUREAU,  JEFFERSON  CITY,  MISSOURI 

Mr.  Kruse.  Thank  you.  Senator  Bond,  and  let  me  say  we  cer- 
tainly appreciate  you  being  here  today  and  taking  the  time  to  con- 
duct this  hearing.  We  appreciate  the  hard  work  and  dedication 
both  you  and  Congressman  Emerson  bring  to  your  respective  of- 
fices. 

For  the  record,  my  name  is  Charles  Kruse.  I  am  President  of  the 
Missouri  Farm  Bureau.  I  operate  a  family  farm  near  Dexter,  or 
more  appropriately,  Pam  runs  it. 

Chairman  Bond.  Your  wife  operates  the  family  farm.  I  know  how 
that's  done,  Charlie.  We  were  not  going  to  make  that  an  official 
part  of  the  record,  but  it  now  is. 

Mr.  Kruse.  I  am  here  today  on  behalf  of  almost  82,000  Missouri 
Farm  Bureau  families  and  feel  very  fortunate  to  have  many  of  our 
good  Farm  Bureau  members  here  with  me  today.  We  appear  to  be 


entering  a  very  critical  decision  time  as  a  nation  as  we  struggle  to 
define  the  most  appropriate  role  possible  for  our  federal  govern- 
ment. As  I  visit  with  my  fellow  farmers  and  Farm  Bureau  mem- 
bers, I  find  an  almost  universal  frustration  with  the  way  in  which 
so  many  agencies  of  the  federal  government  appear  to  be  taking  an 
adversarial  role  in  their  relationship  with  farmers  and  the  agri- 
business community. 

Instead  of  working  side  by  side  with  us  in  a  cooperative  and  pro- 
ductive way  to  solve  problems,  many  federal  agencies  seem  more 
inclined  to  judge  their  success  by  counting  the  notches,  if  you  will, 
on  their  "regulatory  belts"  to  determine  how  many  fines,  how  many 
lawsuits,  how  many  regulatory  actions  have  been  taken  to  penalize 
farmers  or  agribusiness  owners  and  managers  or  people  trying  to 
run  a  small  business  today.  Instead  of  assisting  us  in  our  effort  to 
provide  consumers  with  an  abundant  supply  of  safe  food  at  a  rea- 
sonable cost,  the  federal  government  has  seemed  more  intent  on 
driving  up  the  cost  of  producing  food  and  fiber  while  driving  many 
farmers  and  agribusinesses  out  of  business. 

Farm  Bureau  supports  several  changes  in  tax  policy  and  regu- 
latory reform  which  we  believe  will  help  make  the  federal  govern- 
ment a  more  productive  and  helpful  partner  with  farmers  and  agri- 
businesses. 

We  believe  tax  reform  should  be  directed  at  improving  the  ability 
of  farm  families  to  create  their  own  financial  safety  net.  We  think, 
for  example,  as  Congressman  Emerson  has  already  mentioned,  the 
capital  gains  tax  should  be  indexed,  and  people  should  not  be  taxed 
on  inflation  but  on  real  capital  gains. 

We  think  the  estate  tax  threshold  should  be  increased  from 
$600,000  to  $2  million.  It  is  very  unfair  when  families  work  their 
whole  life  and  when  they  try  to  turn  over  the  assets  they've  accu- 
mulated to  their  heirs,  the  federal  government  steps  in  with  its 
hand  and  says,  "Thank  you,  but  I  will  take  this." 

We  are  very  pleased  and  applaud  both  of  you  and  your  colleagues 
for  re-implementing  the  25  percent  tax  deduction  for  health  care 
premiums  for  farmers  and  small  business  owners  and  operators, 
and  next  year  it  will  be  30  percent,  and  we  are  also  pleased  to  see 
the  retroactivity  there.  We  know  that  both  of  you  support  the  100 
percent  level  at  some  point,  and  we  certainly  have  that  as  our  goal 
as  well. 

In  the  area  of  regulatory  reform,  there  are  numerous  areas 
where  the  federal  government  has  become  very  onerous  in  its  work. 
Wetlands  is  certainly  one  of  these,  and  it  seems  that  more  and 
iriore  all  the  time  the  federal  government  takes  the  position  that 
they  can  come  into  our  lives,  come  onto  our  property  and  tell  us 
and  dictate  to  us  how  we  can  or  cannot  operate  the  land  that  we 
own  without  any  thought  of  compensation.  And  again,  we  applaud 
both  of  you  for  the  leadership  roles  you  have  played  in  trying  to 
make  certain  that  people  are  compensated  when  the  federal  gov- 
ernment takes  away  the  rights  of  private  citizens  with  regard  to 
property.  The  Clean  Water  Act  is  going  to  be  a  very  important 
issue  as  the  re-authorization  comes  about  some  time  this  year. 

The  Endangered  Species  Act  is  one  situation  that  may  be  as  on- 
erous if  not  more  onerous  than  the  wetlands  issue.  It  seems  that 
there's  regulatory  overkill  in  the  situations  dealing  with  the  endan- 
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gered  species.  This  was  brought  home  very  clearly  with  the  fires 
in  California  when  people  literally  lost  their  homes  to  protect  an 
endangered  species,  the  kangaroo  rat. 

All  of  these  issues  are  very  important,  and  we  think  that  if  we 
have  the  opportunity,  and  it  seems  that  we  do  at  this  point,  to  take 
some  of  the  shackles  off  of  people  trying  to  make  a  living  and  to 
get  the  government  out  of  people's  lives  and  to  bring  more  common 
sense  back  into  play,  we're  all  going  to  benefit. 

I  thank  you.  Senator,  for  what  you  are  doing  and  your  efforts  in 
the  flood  in  1993.  I  want  to  say  too,  I  know  you  took  time  out  of 
your  busy  schedule  to  come  to  our  American  Farm  Bureau  annual 
meeting  in  St.  Louis  and  talk  to  many  other  states  about  what's 
going  on  in  the  Missouri  River  situation  and  really  brought  some 
focus  to  these  people  south  of  here  on  the  Mississippi  to  understand 
that  this  affects  them  as  well,  and  we  thank  you  for  your  efforts 
in  that  regard. 

[The  prepared  statement  of  Mr.  Kruse  follows:] 


TESTIMONY  OF  CHARLES  KRUSE 

PRESIDENT  OF  MISSOURI  FARM  BUREAU 

April  13,  1995 

For  the  record,  my  name  is  Charles  Kruse.   I  am 
President  of  the  Missouri  Farm  Bureau  and  I  operate  a  family 
farm  near  Dexter,  Missouri.   I  appear  here  today  on  behalf  of 
the  ovei  80,000  Missouri  Farm  Bureau  families. 

Let  me  begin  by  thanking  you.  Senator  Bond,  for 
conducting  this  field  hearing  of  the  Small  Business  Committee 
here  in  southeast  Missouri.   Production  agriculture  and 
agribusiness  are  the  economic  foundation  of  life  in  southeast 
Missouri  and  we  appreciate  being  able  to  share  with  your 
committee  some  of  the  challenges  and  concerns  facing  our 
industry. 

We  appeal"  to  be  entering  a  very  critical  decision  time 
as  a  nation  as  we  struggle  to  define  the  most  appropriate 
role  possible  for  our  federal  government.   As  I  visit  with  my 
fellow  farmers  and  Farm  Bureau  members,  I  find  an  almost 
universal  frustration  with  the  way  in  which  so  many  agencies 
of  the  federal  government  appear  to  be  taking  an  adversarial 
role  in  their  relationship  with  farmers  and  the  agribusiness 
commun  i  ty . 

Instead  of  working  side  by  side  with  us  in  a  cooperative 
and  productive  way  to  solve  problems,  many  federal  agencies 
seem  more  inclined  to  judge  their  success  by  counting  the 
notches  in  their  "regulatory  belts"  to  determine  how  many 
fines,  lawsuits  or  regulatory  actions  have  been  taken  to 
penalize  farmers  or  agribusiness  owneis  and  managers. 
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Instead  of  assisting  us  in  our  effort  to  provide  consumers 
with  an  abundant  supply  of  safe  food  at  a  reasonable  cost» 
the  federal  government  has  seemed  more  intent  on  driving  up 
the  cost  of  producing  food  and  fiber  while  driving  many 
farmers  and  agribusinesses  out  of  business. 

Farm  Bureau  supports  several  changes  in  tax  policy  and 
regulatory  reform  which  we  believe  help  make  the  federal 
government  a  more  productive  and  helpful  partner  with  farmers 
and  agribusinesses. 

We  believe  tax  reform  should  be  directed  at  improving 
the  ability  of  farm  families  to  create  their  own  financial 
safety  net.   The  following  are  some  of  the  tax  policy  changes 
we  are  advocating: 

*  Capital  Gains  Tax  --  We  support  indexing  capital  gains  for 
inflation.   Farming  is  an  extremely  capital  intensive 
business.   Farmers  hold  land  an  average  of  28.6  years; 
over  this  period,  the  value  of  total  farm  real  estate  in 
the  United  States  has  increased  4.27  times.   Much  of  this 
increase  in  value  has  been  due  to  nothing  more  than 
inflation.   Farm  Bureau  believes  that  taxes  on  capital 
gains  should  be  assessed  only  on  the  real  increases  in  the 
value  of  property  and  not  on  nominal  gains  caused  by 
inflation. 

*  Estate  Taxes  --  We  support  increasing  the  estate  tax 
exemption  from  $600,000  to  $2  million  and  indexing  the 
exemption  for  inflation.   Estate  tax  laws  that  govern  the 
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transfer  of  farm  family  business  assets  from  one 
generation  to  the  next  were  last  updated  in  1981.   Because 
more  and  more  farms  have  assets  exceeding  the  $600,000 
exemption,  heirs  are  forced  to  sell  land,  equipment  and/or 
buildings  to  pay  estate  taxes.   When  the  portion  of  farm 
business  assets  that  must  be  sold  is  too  great,  the 
economic  viability  of  the  operation  is  destroyed  and 
family  members  are  forced  to  abandon  the  farm. 

*  Health  insurance  Premium  Deduction  --  We  applaud  the 
recent  action  by  Congress  to  reinstate  retroactively  the 
25%  tax  deduction  for  health  insurance  premiums  for  the 
self-employed  and  the  increase  to  30%  after  tax  year  1994. 
However-,  with  major  corporations  being  able  to  take 
advantage  of  full  deductibility  of  health  insurance  costs, 
we  must  continue  to  urge  a  permanent,  100%  tax  deduction 
for  the  self-employed. 

In  the  area  of  regulatory  reform,  we  believe  numerous 
changes  would  be  beneficial  to  farmers  and  agribusinesses. 

*  Wetl ands  --  After  several  years  of  confusion  and 
frustration,  farmers  are  still  waiting  for  a  clear,  simple 
and  reasonable  definition  of  wetlands  that  will  allow  them 
to  farm  their  land  and  increase  the  productivity  of  their 
land  through  such  means  as  improved  drainage  and 
streambank  stabilization  without  fear  of  violating  federal 
wetland  regulation. 

We  appreciate  USDA's  recent  announcement  that  they  are 
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placing  a  "moratorium"  on  new  wetlands  delineations.   Now 
it  will  be  up  to  Congress  to  finally  pass  legislative 
clarification  (as  a  part  of  the  rewrite  of  the  Clean  Water 
Act  and  the  1995  Farm  Bill)  that  will  bring  a  more 
reasonable  definition  and  regulatory  program  for  wetlands. 
*   CI ean  Water  Act  --Congress  will  also  be  attempting  to 
reauthorize  the  Clean  Water  Act  in  1995.   In  addition  to 
the  wetlands  provisions  outlined  above.  Farm  Bureau  will 
be  working  for  voluntary  "non-point  source"  provisions 
that  can  effectively  help  agriculture  identify  and  address 
water  quality  concerns.   The  "non-point  source"  provisions 
of  the  Clean  Water  Act  are  designed  to  address  water 
pollution  problems  related  to  run-off  from  farmland.   Farm 
Bureau  believes  the  most  effective  way  to  address  the 
agricultural  run-off  issue  is  to  target  the  program  to 
watersheds  with  identifiable  run-off  problems  and  to 
assist  farmers  and  community  leaders  to  work  together  to 
implement  the  most  practical  and  effective  methods  for 
addressing  these  specific  problems.   We  oppose  a 
mandatory,  "one-size  fits  all"  approach  to  water  quality 
issues. 
*   Endangered  Spec  i  es  Act  --  The  Endangered  Species  Act  (ESA) 
is  another  law  in  need  of  common-sense  reforms.   The  issue 
of  regulatory  overkill  in  the  ESA  was  clearly  demonstrated 
to  the  public  during  the  California  fires  of  last  year 
when  outraged  homeowners  were  prevented  from  disking  fire 
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breaks  in  order-  to  save  their  homes  because  the  disking 
would  have  distui^bed  the  habitat  of  the  endangered 
kangaroo  rat.   The  pallid  sturgeon  in  the  Missouri  River- 
is  now  being  used  in  our  own  state  to  justify  a  new 
government  initiative  to  change  the  water  flow  in  the 
Missouri  Rivet  to  the  detriment  of  residents  in  Missouri 
and  other  downstream  states. 

Farm  Bureau  supports  reform  of  the  ESA  to  address  the 
concerns  of  private  proper- xy  owners,  provide  for  peer 
review  of  all  scientific  data  and  to  provide  for  the 
consideration  of  human  and  economic  concerns  during  all 
phases  of  recovery  efforts. 
*   Private  Property  Rights  --  In  recent  decades,  the 

intrusion  of  federal  regulations  into  property  owners' 
land  use  decisions  has  increased  dramatically.   Examples 
include  such  statutes  as  the  Endangered  Species  Act,  the 
Clean  Water-  Act  and  the  Coastal  Zone  Management  Act  which 
have  created  regulat-ions  which  impact  the  ability  of 
propel- ty  owners  to  manage  and  utilize  their  land. 
Compensation  for  economic  losses  resulting  from  such  laws 
is  seldom  offered  by  the  goveinment. 

Unfoi~tunately,  the  exact  scope  of  the  Mghts  guaranteed  by 
the  "just  compensation"  clause  of  the  Constituxion  has 
proved  elusive.   Landowners  seeking  to  determine  theii 
rights  under  the  Constitution  face  the  prospect  of 
protracted  litigation,  open-ended  legal  costs  and  an 
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unceitain  outcome. 

Several  private  pioperty  rights  bills  have  been  introduced 
in  the  Senate  and  the  House.   Farm  Bureau  will  support  any 
and  all  reasonable  legisla-uion  that  protects  private 
propeity.   Among  the  specific  items  supported  by  the  Farm 
Bureau  aie  the  following 

*  Requi.e  compensation  to  owners  depi  ived  of  a 
substantial  portion  of  the  fair  market  value  or  of 
the  economically  visibie  use  of  theii  property  of 
fedei  ai  actions. 

*  Require  fede,-ai  agencies  to  get  written  permission 
from  landowners  before  entei  ing  pi ivate  property  to 
gather  information. 

In  conclusion,  Mr.  Chairman,  there  are  several  public 
policy  reforms  which  we  believe  would  go  a  long  way  toward 
creating  a  more  healthy  and  p.oductive  relationship  between 
our-  nation's  faime.s  and  our-  fedeial  goveinment.   We  believe 
these  refo.ms  w,il  not  oniy  lead  to  a  moie  p.ospeious  and 
stable  farm  and  agribusiness  community,  but  wiii  also 
contr  ibute  to  job  creation,  an  improved  balance  of  tiade  and 
the  assurance  of  an  abundance  of  top  quality  food  and  fiber 
foi  U.S.  consumers  at  a  reasonable  pi  ice. 

Again,  we  want  to  thank  you  Senatoi  Bond  foi  conducting 

this  public  heaiing  of  the  Senate  Smaii  Business  Committee 

and  allowing  the  leadeis  of  Missouri  agricuituie  and 
agribusiness  an  opportunity  to  share  some  of  our  concerns  and 

recommendations  with  your  committee. 
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Chairman  Bond.  Thank  you,  CharHe.  I  have  to  say  that  with 
your  strong  support  and  the  support  you  helped  mobiHze  from  the 
other  Farm  Bureaus,  we  now  have  the  U.S.  Department  of  Agri- 
culture waging  strongly  against  the  Preferred  Alternative,  and  I 
am  sure  you  noticed  earlier  this  week  the  U.S.  Department  of 
Transportation  also  said  to  the  U.S.  Corps  of  Engineers,  "Your  plan 
doesn't  make  any  sense,"  and  maybe  we're  beginning  to  see  some 
sense. 

Peter  Myers. 

STATEMENT  OF  PETER  C.  MYERS,  SR.,  FORMER  DEPUTY  SEC- 
RETARY OF  AGRICULTURE,  U.S.  DEPARTMENT  OF  AGRI- 
CULTURE, AND  PRESIDENT,  MYERS  LAND  MANAGEMENT 
CO.,  SIKESTON,  MISSOURI 

Mr.  Myers.  Mr.  Chairman,  thank  you  for  the  opportunity  to  be 
here.  It  is  a  pleasure,  as  I  said  outside,  to  address  you  as  Mr. 
Chairman.  It  is  really  a  good  experience  for  me.  I  thank  you  for  the 
opportunity  to  voice  my  concerns  about  the  excessive  burden  that 
federal  government  regulations  are  placing  on  our  farmers  and 
ranchers  in  our  country.  Today  when  the  federal  government  is 
talking  about  phasing  out  federal  farm  program  payments,  it  is  all 
the  more  important  that  we  deal  with  the  economic  burden  of  ex- 
cessive regulations  on  our  farmers  and  ranchers. 

For  brevity,  I  will  just  address  two  areas  of  my  concern,  the 
Corps  of  Engineers'  regulations  affecting  clean  water  and  EPA  and 
USDA  environmental  regulations  and  laws.  Let  me  preface  my  re- 
marks by  making  very  clear  that  there  are  some  environmental 
laws  and  regulations  that  are  necessary  for  the  common  good  of  all 
citizens.  However,  the  closer  to  the  local  community  that  any  laws 
and  regulations  are  enacted  and  imposed,  the  more  practical  and 
effective  they'll  be. 

And  also  let  me  say  that  90  percent  or  more  of  farmers  and 
ranchers  are  stewards  of  the  land  and  water  and  should  not  have 
to  live  by  the  severe  restrictions  forced  on  them  by  federal  and 
state  agencies  just  to  punish  a  few  bad  actors  and  to  satisfy  the 
desires  of  some  Washington,  D.C.  activist  groups  that  you  have  to 
deal  with,  I  don't  have  to  deal  with  them  but  Bill  Emerson  has  to 
deal  with  them,  and  they're  there. 

The  Army  Corps  of  Engineers  in  drawing  up  and  implementing 
their  rules  on  "dredge  and  fill,"  and  of  course,  their  definition  of 
what  affects  the  water  of  the  United  States  is  to  me  rather  perva- 
sive and  goes  too  far.  I  will  preface  that  remark  by  saying  a  lot  of 
our  district  Corps  personnel  are  reasonable  people,  but  they  have 
to  adhere  to  the  rules  and  regulations  that  come  out  of  Washing- 
ton. 

Even  though  a  farmer  and  rancher  are  enhancing  a  wetland,  he 
or  she  will  have  to  go  through  a  long  permit  process  which  includes 
published  notice  of  intent,  etc.  before  they  can  do  anything.  In  ad- 
dition, if  they,  the  farmer  or  the  rancher,  go  ahead  and  perform  a 
project  or  a  modification  without  a  permit,  they  risk  going  to  jail 
and  fines  because  of  some  often  ill-informed  citizen  that  wants  to 
report  what's  going  on. 

I  feel  the  Corps  should  take  a  hands-off  approach  to  all  projects 
on  private  land  unless  it  directly  affects  a  major  national  body  of 
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water.  We  have  seen  projects  on  major  watersheds  such  as  the 
Chesapeake  Bay  where  we  have  had  very  good  reduction  of  water 
contamination  and  soil  loss  by  using  people  on  a  volunteer  basis 
with  informed  technical  assistance  through  a  local  conservation  dis- 
trict with  the  Natural  Resource  Conservation  Service  providing 
help  there. 

EPA  regulations  involving  wetlands,  air  pollution  and  water 
quality,  both  surface  and  ground  water,  are  best  left  to  USDA  to 
provide  landowner  technical  assistance  and  advice,  but  not  regula- 
tion by  either  agency.  Again,  I  have  firsthand  knowledge  of  drastic 
farm  land  price  per  acre  devaluation  when  a  tract  of  land  was  de- 
clared a  wetland  by  my  former  agency  while  I  was  working  at 
USDA  which  dropped  the  land  value  some  $600  an  acre  just  by  de- 
claring it  a  wetland.  This  reduction  in  farm  land  value  has  a  direct 
effect  on  a  farmer's  financial  equity  and  thus  his  or  her  ability  to 
borrow  money  for  normal  farm  operations  to  say  nothing  about 
what  the  bankers  are  going  to  think  about  this  type  of  thing. 

USDA  regulations  on  Swampbuster  and  conservation  compliance 
should  rely  on  local  conservation  districts  for  enforcement.  Here 
again,  technical  assistance  and  limited  federal  and  state  cost-shar- 
ing for  farmers  are  more  effective  than  federal  rules  and  regula- 
tions in  reducing  soil  loss  and  improving  water  quality. 

In  conclusion,  let  me  say  that  if  farmers  are  to  continue  to  oper- 
ate in  an  era  of  world  prices  for  their  commodities,  they  must  be 
as  efficient  as  possible  and  must  be  able  to  produce  food  and  fiber 
at  prices  set  by  the  world's  markets.  They  must  be  able  to  utilize 
all  the  tools  at  their  disposal  including  improved  drainage,  safe 
pesticides,  and  well-managed  animal  waste  disposal  to  compete  and 
survive  in  that  world  market  climate. 

If  allowed  to  operate  on  the  better  acres  in  our  country  without 
excessive  current  federal  regulations,  U.S.  farmers  can  continue  to 
produce  more  crops  per  acre  and  thus  continue  as  viable  agricul- 
tural operations.  In  addition,  they  will  be  able  to  continue  to  pro- 
vide the  U.S.  citizens  plus  many  people  in  other  countries  with  rea- 
sonably-priced, safe  food  and  fiber.  Thank  you,  Mr.  Chairman,  for 
this  opportunity. 

[The  prepared  statement  of  Mr.  Myers  follows:] 
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U.S.  Senate  Small  Business  Conunittee  Hearing  -  Field  Hearing 
Senator  Christopher  S.  (Kit)  Bond,  committee  Chairman 

April  13,  1995   Cape  Girardeau,  MO 

BURDEN  OF  REGULATIONS  ON  AGRI-BUSINESS 

Peter  C.  Myers  Sr.,  former  Deputy  Secretary  of  Agriculture,  USDA 
President  -  Myers  Land  Management  Co. 

Mr.  Chairman,  thank  you  for  the  opportunity  to  voice  my  concerns  about 
the  excessive  burden  that  federal  government  regulations  are  placing  on 
U.  S.  farmers  and  ranchers.  Today  federal  government  is  talking  about 
phasing  out  federal  farm  program  payments  as  we  know  them  and  causing 
farmers  to  receive  all  their  income  from  the  free  market.  This  in  the 
long  run  may  benefit  U.S.  Agriculture,  but  in  the  interim  or  transition 
period  will  cause  severe  economic  hardships  for  many  family  farm 
operations  as  well  as  negatively  affecting  the  price  of  land  and 
therefore  affecting  the  eguity  position  of  all  rural  land  owners.  That  is 
a  subject  for  another  day,  but  it  does  speak  to  the  necessity  of 
relieving  the  economic  burden  of  excessive  regulations  on  our  farmers, 
ranchers  and  agri-businesses. 

There  are  three  areas  in  particular  among  several  regulatory  areas  that 
impose  economic  hardships  by  the  federal  Government  on  farmers  and 
ranchers.  For  brevity  I  will  use  the  term  "farmers"  to  include  farmers 
and  ranchers,  male  and  female,  small  &  large,  family  &  corporate. 

1.  Corps  of  Engineer  regulations  affecting  clean  water 

2.  EPA  &  USDA  Environmental  regulations  &  laws 

3.  OSHA  regulations 

I  will  focus  my  remarks  on  the  first  two  areas  and  allow  other  witnesses 
who  are  more  knowledgeable  of  problems  with  OSHA  regulations  to  discuss 
this  agency's  regulatory  impositions  on  farmers  (although  I  have  heard 
several  horror  stories  about  OHSA  regulations  adversely  and  unnecessarily 
affecting  farm  operations). 

Let  me  also  preface  my  remarks  by  making  clear  that  there  are  some 
environmental  laws  and  regulations   that  are  necessary  for  the  common 
good  of  all  citizens.  However,  the  closer  to  the  local  community  that  any 
laws  &  regulations  are  enacted  and  imposed,  the  more  practical  and 
effective  they  will  be.  Let  me  also  clearly  state  that  rural  land  owners 
have  the  most  to  lose  when  ground  or  surface  water  is  contaminated,  soil 
is  lost,  or  air  is  polluted  because  they  live  within  this  environment. 
Ninety  percent  (or  more)  of  farmers  are  stewards  of  the  land  and  water 
and  should  not  have  to  live  by  the  severe  restrictions  forced  on  them  by 
federal  and  state  agencies  just  to  punish  a  few  bad  actors  and  to  satisfy 
the  desires  of  some  Washington  DC  activist  groups. 
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The  U.S.  Army  Corps  of  Engineers  (Corps)  in  drawing  up  and  implementing 
their  rules  on  "dredge  and  fill"  that  affect  the  waters  of  United  States 
seem  (in  many,  but  not  all  cases)  to  feel  that  any  particle  of  soil  which 
is  displaced  in  any  ditching,  land  clearing,  or  pond  building  activity 
comes  under  their  jurisdiction.  The  district  Corps  personnel  are 
reasonable  people,  but  must  adhere  to  the  rules,  regulations  and 
guidelines  that  emanate  from  Washington,  DC. 

Even  though  a  farmer  or  rancher  is  enhancing  a  wetland  he  or  she  will 
have  to  go  through  a  long  permit  process  which  includes  a  published 
notice  of  intent  to  build  or  modify  most  earthen  structures.  In  one  case 
on  the  eastern  shore  of  Maryland  a  landowner  was  severely  penalized  for 
actually  modifying  his  farm  to  enhance  wildlife  habitat  and  improve  water 
quality.  I  have  had  first  hand  experience  in  this  area  when  I  attempted 
to  enlarge  a  small  pond  on  ray  delta  farm  a  few  years  ago,  where  runoff 
from  the  pond  enlargement  was  virtually  impossible  and  where  the  pond 
itself  was  over  a  half  mile  from  the  nearest  major  drainage  ditch. 

In  addition  if  a  farmer  goes  ahead  and  performs  a  project  or  modification 
of  a  project  without  a  permit  from  the  Corps  he  runs  the  risk  of  fines 
and  jail  if  his  project  is  noticed  or  reported  by  some  well  intentioned 
but  often  ill-informed  citizen. 

The  Corps  should  take  a  hands  off  approach  to  all  projects  on  private 
land  unless  it  directly  affects  a  major  national  body  of  water.  In  most 
cases  the  local  county  board  of  commissioners  should  have  jurisdiction 
over  any  regulations  affecting  private  land  and  then  only  after  decisions 
by  landowners  of  the  that  area.  Projects  on  a  watershed  (such  as  the 
Chesapeake  Bay)  have  proven  effective  in  reducing  water  contamination  and 
soil  loss  when  done  on  a  volunteer  basis  with  informed  technical 
assistance  through  local  conservation  districts  with  NRCS  help. 

EPA  regulations  involving  wetlands,  air  pollution  and  water  quality  (both 
surface  and  ground  water)  are  best  left  to  USDA  to  provide  land  owner 
technical  assistance  and  advice,  but  not  regulation  by  either  agency. 
Most  farmers  are  comfortable  when  working  with  personnel  from  the  Natural 
Resource  Conservation  Service  (NRCS)  from  USDA.  Regulations  in  the 
wetlands  area  have  caused  severe  economic  problems  for  many  farmers 
especially  in  defining  wetlands  and  in  restricting  normal  drainage 
operations.  Again  I  have  first  hand  knowledge  of  drastic  farm  land 
price/acre  devaluation  when  a  tract  of  land  was  declared  a  wetland  by  the 
former  SCS,  now  NRCS.  This  reduction  in  farm  land  value  has  a  direct 
affect  on  a  farmer's  financial  equity  and  thus  his  ability  to  borrow 
money  for  normal  farm  operations.  In  some  cases  it  may  affect  the  ability 
of  farm  lenders  to  continue  to  loan  money  to  certain  farm  operations. 
Again  -  regulations  on  wetlands  and  air  and  water  quality  are  more  useful 
to  local  residents  if  enacted  and  administered  "close  to  home". 
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USDA  regulations  on  Swarapbuster  and  conservation  compliance  should  rely 
on  local  conservation  districts  for  enforcement.  Here  again  technical 
assistance  and  limited  federal  and  state  cost  sharing  for  farmers  are 
more  effective  than  federal  rules  and  regulations  in  reducing  soil  loss 
and  improving  water  guality. 

If  farmers  are  to  continue  to  operate  in  an  era  of  world  prices  for  their 
commodities,  they  must  be  as  efficient  as  possible  and  must  be  able  to 
produce  food  and  fiber  at  prices  set  by  the  world's  markets.  They  must  be 
able  to  utilize  all  the  tools  at  their  disposal,  including  improved 
drainage,  safe  pesticides,  and  well  managed  animal  waste  disposal  to 
compete  and  survive  in  that  world  market  climate.  If  allowed  to  operate 
on  the  better  acres  in  our  country  without  the  current  excessive   federal 
regulations,  U.S.  farmers  can  continue  to  produce  more  crops  per  acre  and 
thus  continue  as  viable  agricultural  operations.  In  addition  they  will  be 
able  to  continue  to  provide  U.S.  citizens  (plus  many  people  in  other 
countries)  with  reasonably  priced,  safe  food  and  fiber. 
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Chairman  Bond.  Thank  you  very  much,  Peter. 
Mr.  Milbach. 

STATEMENT  OF  RONALD  C.  MILBACH,  PRESIDENT  AND  CHIEF 
EXECUTIVE  OFFICER,  PRODUCTION  CREDIT  ASSOCIATION 
AND  FEDERAL  LAND  BANK  ASSOCIATION  OF  SOUTHEAST 
MISSOURI,  SIKESTON,  MISSOURI 

Mr.  Milbach.  Mr.  Chairman,  thank  you  for  inviting  me  to  testify 
here  today  and  allowing  me  to  present  my  Association's  view  on 
"Capital  Gains  Tax  and  Regulatory  Burden."  My  name  is  Ron 
Milbach,  and  I  am  President  and  Chief  Executive  Officer  of  the 
Production  Credit  Association  and  Federal  Land  Bank  of  Southeast 
Missouri.  Our  association  provides  loans  to  over  2,200  farmers  and 
agribusinessmen  and  rural  homeowners  in  a  12-county  area  serv- 
ing Southeast  Missouri.  Our  association  had  over  $200  million  in 
loans  outstanding  last  year  at  year  end. 

The  first  issue  I'd  like  to  touch  on  would  be  the  Capital  Gains 
Tax  issue.  I  would  like  to  encourage  Congress  to  pass  some  kind 
of  Capital  Gains  Tax  relief.  I  think  it  would  have  a  very  positive 
effect  on  agriculture.  Currently  a  large  amount  of  land  is  held  by 
retired  farmers  who  would  like  to  sell,  but  because  of  the  high  tax 
burden  that  they  face,  they're  probably  not  going  to  sell  it.  Recently 
Iowa  State  University  did  a  study  in  Iowa,  and  they  found  that 
over  half  the  land  in  Iowa  was  held  by  residents  who  were  age  61 
years  or  older  and  that  70  percent  of  the  farm  land  had  no  debt 
against  it.  I  think  here  in  Missouri  we'd  find  very  similar  results 
if  a  study  was  done. 

As  a  lender  today,  we  see  young  farmers  and  other  farmers  who 
are  a  little  more  established  who  would  like  to  buy  more  farm 
ground,  but  they  can't  because  there  is  so  little  for  sale,  and  when 
it  does  come  up  for  sale,  the  prices  are  back  near  the  peaks  we  saw 
in  the  1980's.  Another  factor  that  I  think  we  would  see  is  the  eco- 
nomic impact  which  would  be  dramatic  from  the  standpoint  the 
title  insurance  companies  would  be  selling  a  lot  more  title  insur- 
ance, appraisers  would  be  busy  doing  appraisals,  real  estate  agents 
selling,  and  certainly  as  a  lender  I  would  be  in  a  position  to  want 
to  hire  new  employees,  new  loan  officers.  And  at  the  same  time, 
our  agribusiness  people  that  do  land  grading,  those  that  sell  irriga- 
tion equipment  would  be  in  a  position  to  have  new  sales  opportuni- 
ties. So  I  think  it  would  have  a  dramatic  effect  on  our  economic  de- 
velopment in  rural  America. 

As  far  as  burdensome  regulatory  requirements,  time  will  not  per- 
mit today  probably  all  my  comments  I'd  like  to  make  on  that,  but 
I  will  highlight  a  few  that  I  think  are  good  examples  of  the  burden 
that  as  a  lender  we  face  with  our  regulators.  Before  I  came  to 
Southeast  Missouri  to  be  CEO  of  PCA,  I  was  a  member  of  the  sen- 
ior management  team  of  a  commercial  bank  in  Oklahoma  with  $1 
billion  in  assets  and  was  the  second  largest  state  chartered  institu- 
tion. With  me  today  I  have  the  strategic  plan  that  that  organiza- 
tion put  together  on  an  annual  basis,  and  this  was  not  required  by 
any  kind  of  regulator.  It  is  only  about  an  eighth  of  an  inch  thick. 

I  have  to  put  together  this  document  every  year  to  satisfy  my 
regulator  at  FCA  and  the  AgriBank  who  is  my  direct  lender.  This 
type  of  paperwork  is  really  unnecessary.  Our  PCA,  for  example, 
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since  its  existence  in  1933  has  had  less  than  $300,000  in  charge- 
offs  in  loans.  That  should  document  fairly  well  that  we  probably 
know  what  we  are  doing. 

But  here's  an  example  again  of  paperwork.  We  have  to  put  this 
together  on  a  quarterly  basis.  It  is  a  quarter  of  an  inch  thick.  It 
takes  a  great  deal  of  time  for  my  comptroller  to  put  this  together 
to  justify  what  we're  doing  with  loans,  and  again,  it  doesn't  benefit 
our  shareholders  or  help  us  make  loans. 

Another  example,  and  I  know  there's  been  talk  of  this  in  Con- 
gress right  now,  is  our  Affirmative  Action  Plan,  quite  another  thick 
document  that  our  regulator  is  very  interested  in  looking  at,  but 
really  we  don't  really  have  time  to  pay  much  attention  to  that;  we 
have  a  business  to  run. 

I  just  took  my  tape  measure  in  preparation  for  this  and  went 
around  my  central  office  and  just  took  a  measurement.  We  have  53 
feet  of  this  stacked  together  in  about  six  offices,  and  that's  measur- 
ing it  this  way,  not  lengthwise,  so  a  tremendous  amount  of  burden- 
some. So  any  relief  that  all  lenders  could  get,  I  think  we  would  ap- 
preciate it. 

One  thing  that  I  would  suggest  that  Congress  give  serious  con- 
sideration to  is  having  one  regulator  that  would  oversee  the  Farm 
Credit  System,  the  commercial  banks  and  the  credit  unions,  be- 
cause I  think  it  would  be  of  great  benefit  to  us  as  institutions  to 
have  one  set  of  rules  that  we  play  by,  because  it  creates  a  lot  of 
inefficiencies. 

The  last  area  of  burdensome  I'd  like  to  talk  about  just  very 
quickly  is  an  example  of  a  loan  that  we  recently  were  in  the  proc- 
ess of  making  in  Ripley  County  for  two  poultry  houses,  a  $400,000 
plus  project.  That  took  three  departments  to  get  together  to  get  the 
environmental  impact  study  and  get  it  approved,  and  I  think  it 
gave  the  farmer  a  great  deal  of  frustration  to  get  this  passed.  And 
so  I  would  encourage  us  to  get  coordination  from  those  agencies. 

So  I  would  like  to  thank  you,  Mr.  Chairman,  for  the  opportunity 
to  be  here  and  express  our  views  on  this,  and  these  are  very  impor- 
tant issues  that  affect  all  of  us  in  agriculture.  Thank  you. 

[The  prepared  statement  of  Mr.  Milbach  follows:! 
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U.S.  Senate  Committee  on  Small  Business  Field  Hearings 
April  13,  1995 

U.S.  Senate  Small  Committee  Hearing,  Field  Hearings,.  Senator 
Christopher  S.  "Kit"  Bond,  Committee  Chairman,  April  13,  1995,  Cape 
Girardeau,  Missouri.  Capital  Gains  Tax/Regulatory  Burden.  Ronald 
C.  Milbach,  President  and  Chief  Executive  Officer,  Production 
Credit  Association  and  Federal  Land  Bank  Association  of  Southeast 
Missouri . 

Good  afternoon  Mr.  Chairman  and  members  of  the  committee.  Thank 
you  for  inviting  me  to  testify  here  today  and  for  allowing  me  to 
present  my  Associations'  views  on  "Capital  Gains  Tax  and  Regulatory 
Burden" . 

My  name  is  Ron  Milbach.  I  am  President  and  Chief  Executive  Officer 
of  the  PCA  and  Federal  Land  Bank  Association  of  Southeast  Missouri. 
Our  Associations  provide  loans  to  over  2,200  farmers, 
agribusinesses,  and  rural  homeowners  in  a  12  county  area  serving 
Southeast  Missouri.  Our  two  Associations  had  over  $200,000,000  in 
loan  volume  during  1994. 

Capital  Gains  Tax 

I  will  first  address  the  Capital  Gains  Tax  Issue.  I  would  like  to 
encourage  Congress  to  pass  the  Capital  Gains  Tax,  which  would  have 
a  very  positive  effect  on  all  of  agriculture.  Currently,  a  large 
amount  of  land  is  being  held  by  retired  farmers,  who  would  like  to 
sell  this  land,  but  won't  because  of  the  current  tax  laws.  As  a 
matter  of  fact,  in  the  state  of  Iowa,  an  Iowa  State  University 
study  shows  people  over  61  years  of  age  own  half  of  Iowa's  farm 
land  and  I  would  estimate  Missouri  would  be  similar.  This  study 
also  showed  in  1992  70%  of  Iowa's  farm  land  was  debt  free.  If  the 
Capital  Gains  Tax  is  passed,  it  would  have  a  very,  very  positive 
effect  on  the  economy  in  rural  America. 

Young  farmers  or  those  farmers  in  a  financial  position  that  want  to 
expand  their  farming  operation  cannot  purchase  land  very  easily 
because  there  is  such  a  small  amount  of  farm  land  for  sale.  When 
a  piece  of  property  does  come  up  for  sale,  there  are  so  many 
bidders  that  the  price  is  driven  up.  Recently,  prices  have  reached 
back  to  the  highs  of  the  early  1980s.  The  economic  impact  would  be 
dramatic  for  those  individuals  and  for  the  businesses  who  are 
involved  in  the  sales  of  real  estate,  appraisals,  title  insurance, 
and  abstracts,  which  would  then  have  more  demand  for  their  services 
and  needs  . 

Certainly  as  a  lending  institution  we  are  well  positioned  and  want 
new  lending  opportunities,  and  we  recognize  that  there  would  be  a 
tremendous  amount  of  potential  for  new  loans  that  we  could  be 
making.  In  turn,  this  could  effect  our  employment  base,  with  the 
need  for  more  loan  officers  and  other  support  staff  to  support  this 
new  loan  activity. 
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Normally,  when  land  is  sold,  new  owners  will  also  strive  to  make 
improvements  in  the  property,  such  as  grading  and  adding  or 
upgrading  of  irrigation  systems,  which  in  turn  would  help  stimulate 
economic  growth,  which  we  desperately  need  in  all  of  rural  America. 

Regulatory  Burden 

As  President  and  CEO  of  the  Production  Credit  Association  of 
Southeast  Missouri  and  Federal  Land  Bank  Association  of  Southeast 
Missouri,  FLCA,  the  largest  agriculture  lender  in  our  area,  I  would 
welcome  the  opportunity  to  express  views  on  Regulatory  Burden.  I 
have  brought  with  me  today  what  I  consider  a  prime  example  of 
extensive  burdensome  requirements,  by  our  Regulator,  the  Farm 
Credit  Administration  and  our  Direct  Lender,  AgriBank. 

Before  I  became  President  and  CEO  for  the  PCA  and  Federal  Land  Bank 
Association  of  Southeast  Missouri,  I  was  a  commercial  banker  for  12 
years.  I  was  a  member  of  the  Senior  Management  Team  of  a  $1 
billion  bank  holding  company  in  Oklahoma,  with  14  branches.  I  have 
a  copy  of  the  Bank's  Business  Plan  from  1990  that  set  the  path  for 
that  organization,  which  at  that  time  was  the  second  largest  state 
chartered  bank.  This  Business  Plan  from  the  bank  was  not  required 
by  their  regulator,  the  Federal  Reserve  or  the  Oklahoma  State 
Banking  Department. 

Now,  I  will  show  you  the  Business  Plan  and  Marketing  Plan  that  I  am 
required  by  FCA  and  AgriBank  to  produce  to  show  how  we  are  going  to 
operate  our  Farm  Credit  associations.  Our  PCA,  since  its  inception 
in  1933,  has  had  a  total  loan  loss  of  less  than  $300,000.  I  think 
this  proves  that  we  might  know  what  we  are  doing.  I  really  don't 
think  that  the  effort  and  expense  associated  with  this  manual  helps 
us  in  our  efforts  to  continue  to  serve  the  needs  of  our  agriculture 
community  or  to  do  it  any  safer  than  we  have  since  1933. 

Another  example  of  over  burdensome  paper  work  is  the  requirement 
that  we  do  a  Quarterly  Allowance  for  Losses  on  Loans.  This 
analysis  about  one-fourth  inch  thick  times  four  quarters  equals  one 
inch  per  year  of  time,  energy,  and  money  that  will  not  benefit  our 
shareholders  one  bit.  This  analysis  is  unnecessary  and  only 
provides  bureaucrats  something  to  justify  their  need. 

Next  is  our  required  Affirmative  Actions  Plan,  which  is  one  and  a 
fourth  inches  thick  and  is  only  reviewed  by  our  Farm  Credit 
Administration  reviewers.  This,  too,  must  be  updated  yearly  and 
does  not  benefit  our  shareholders. 

I  would  encourage  the  Congress  to  give  serious  consideration  to 
having  one  regulator  to  oversee  the  Farm  Credit  System,  commercial 
banks,  saving  banks  and  the  credit  unions.  We  don't  have  to  play 
by  different  rules  and  be  wasteful,  and  it  would  certainly  help 
streamline  the  credit  delivery  to  the  consumers  of  the  United 
States . 
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I  would  also  like  to  share  another  recent  example  of  Regulatory 
Burden.  Recently  we  encountered  a  program  while  trying  to  finance 
a  young  farmer  in  Ripley  County,  Missouri,  who  wanted  to  get 
started  in  the  poultry  industry.  To  make  this  loan  for  $412,000  to 
build  two  breeder  houses,  we  needed  for  the  farmer  to  receive  a 
guaranteed  loan  through  the  Farmers  Home  Administration.  As  a  part 
of  obtaining  a  guaranteed  loan,  the  Farmers  Home  Administration  is 
required  to  complete  an  environmental  study.  The  Department  of 
Natural  Resources  gave  the  okay  to  build  this  project  as  long  as 
the  chicken  litter  was  not  deposited  any  closer  than  a  20  foot 
buffer  strip  from  the  Little  Black  River. 

Meanwhile,  the  Department  of  Fish  and  Wildlife  entered  the  picture, 
because  of  concern  about  the  spreading  of  litter  so  close  to  the 
river  because  of  the  potential  affect  of  run-off,  which  might  have 
an  effect  on  the  pink  muscle,  which  is  an  endangered  species.  The 
Department  of  Fish  and  Wildlife  informed  our  branch  office  in 
Poplar  Bluff  that  a  shell  of  a  pink  muscle  was  found  in  the  Little 
Black  River  near  the  Arkansas  border  in  the  late  1970s. 

This  project  was  held  up  because  of  all  the  interaction  taking 
place  between  these  three  governmental  agencies,  while  the  farmer 
was  left  not  knowing  if  he  could  build  the  project,  and  as  a 
lender,  we  were  trying  everything  we  could  do  to  get  this  project 
off  the  ground.  Certainly  the  farmer  could  have  been  very 
discouraged  by  all  of  the  interagency  bickering  concerning  this 
project,  but  finally  we  were  able  to  close  this  loan  last  week 
after  many  lengthy  discussions  and  negotiations  and  all  agencies 
had  been  satisfied. 

The  point  that  I  would  like  to  make  is  that  there  needs  to  be  a 
very  coordinated  effort  on  the  part  of  all  Federal  and  State 
Agencies  for  obtaining  the  proper  permits  for  such  projects  that 
need  environmental  studies.  Coordinated  regulatory  efforts  between 
agencies  could  do  much  to  decrease  regulatory  burden. 
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Chairman  Bond.  Mr.  Milbach,  I  certainly  appreciate  your  very 
graphic  testimony.  I  would  not  propose  to  make  the  documents  you 
have  showed  part  of  the  record,  I  think  we  don't  need  to  kill  that 
many  more  trees,  but  I  wonder  if  you  would  let  my  staff  borrow 
those  so  we  can  flip  through  them  and  see  what's  there.  We  passed 
something  called  the  Paperwork  Reduction  Act  earlier  this  year. 
Obviously  we  haven't  done  enough,  Bill,  because  it  always  excites 
me  to  figure  out  just  who  it  is  that's  going  to  read  all  that  and 
what  benefit  it  provides. 

Let  me  ask  just  a  couple  of  questions,  and  you  gentlemen  have 
had  a  great  deal  of  experience,  maybe  you  can  help  us  out.  Charlie, 
you  talked  about  the  adversarial  role,  and  this  is  something  that's 
bothered  us  in  all  the  hearings.  People  talk  about  members  of  regu- 
latory agencies,  whether  it  be  OSHA,  EPA  or  sometimes  Fish  & 
Wildlife  comes  in  and  there's  an  adversarial  relationship.  What  do 
you  think  is  causing  it?  How  can  we  deal  with  it?  What  can  we  in 
the  legislative  branch  do  about  these  instances?  Apparently  it  is 
not  just  the  legislative  framework  and  the  regulatory  framework, 
but  really  it  is  the  attitudes,  the  approach  of  regulators. 

Mr.  Kruse.  Mr.  Chairman,  I  think  that  many  of  the  things  that 
both  you  and  Bill  are  attempting  to  do  now  are  certainly  steps  in 
the  right  direction.  I  think  over  a  period  of  years  there's  been  sort 
of  a  cumulative  effect  where  the  bureaucracy  literally  has  just  got- 
ten completely  out  of  control,  and  I  think  we  have  got  it  backwards. 
You  know,  we  the  citizens  of  this  country  are  the  government,  the 
public  servants  really  are  all  of  our  employees,  and  yet  in  too  many 
cases  there's  a  dictatorial  attitude,  and  as  I  mentioned  in  my  re- 
marks, their  success  in  many  cases  seems  to  be  measured  by  how 
many  notches  on  their  regulatory  belt  they  can  carve  out  and  how 
much  pain  and  suffering  they  can  cause  people. 

I  think  it  is  a  mind-set,  and  certainly  you  can't  paint  with  a 
broad  brush.  We  have  some  very  dedicated  good  public  servants 
today  who  really  do  a  good  job,  but  in  too  many  cases,  the  people 
are  literally,  I  think,  out  of  control,  and  I  think  we  have  got  to  just 
continue  to  focus  and  make  certain  that  we  rein  this  in  and  that 
we  reimplement  common  sense  and  that  government  once  again  be- 
comes our  ally  rather  than  our  adversary. 

Chairman  Bond.  Some  have  suggested  in  some  of  the  hearings 
we  have  had  that  there  ought  to  be  an  Inspector  General  or  some- 
body assigned  within  the  agency  to  review  the  work  of  examiners 
or  regulators  who  seem  to  get  out  of  bounds.  Others  have  said  it 
can't  be  within  the  agency.  They  cite  the  example  of  citizen  review 
boards  for  police  departments.  Do  you  have  any  thoughts  on  wheth- 
er that  would  work? 

Mr.  Kruse.  Well,  I  think  it  might,  and  I  think,  the  old  saying 
goes  that  a  lot  of  this  is  attitude,  and  in  many  cases  the  attitude 
starts  at  the  top,  and  I  think  clearly  we  have  already  seen  a 
change  in  the  focus  and  the  attitude  of  Congress,  and  I  think  that's 
a  very  healthy  sign.  It  seems  like  in  the  last  few  months  some  peo- 
ple are  beginning  to  have  an  awareness  that  maybe  the  rules  of  the 
game  are  going  to  be  different. 

I  think  that  there's  a  fine  line  in  some  cases,  because  if  a  person 
is  literally  doing  their  job,  I  don't  think  any  of  us  here  or  anywhere 
else  are  talking  about  just  government  turning  their  heads  and 
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saying,  "Do  whatever  you  want  to  do."  We're  just  saying,  "Let's  get 
some  common  sense  and  let's  work  in  a  partnership  here.  I  think 
there's  a  lot  to  be  done  there  and  a  great  emphasis  should  be 
placed  on  treating  people  right  or  creating  a  real  sense  of  customer 
service,  if  you  want  to  call  it  that. 

Chairman  Bond.  Just  a  couple  of  quick  questions.  I  gather  that 
the  Farm  Bureau's  been  working  with  other  groups  on  some  coop- 
erative efforts  to  try  to  come  up  with  good  legislative  proposals, 
compromises  on  endangered  species,  wetlands,  some  of  those 
things.  Dan  Cassidy  was  telling  me  about  those.  Are  those  efforts 
going  to  produce  some  recommendations  that  we  might  be  able  to 
take  back  to  Washington?  If  you  all  do  our  work  for  us,  it  some- 
times gives  us  a  head  start. 

Mr.  Kruse.  Yes,  sir,  very  definitely,  and  we,  as  I  know  both  of 
you  do  as  well,  we  strongly  support  compensation,  just  compensa- 
tion both  for  wetlands  problems  and  endangered  species.  We  want 
to  make  certain  that  that  happens.  Then  there  has  been  a  move 
with  the  Endangered  Species  Act  to  list  as  many  species  as  pos- 
sible. It  is  almost  like  the  longer  the  list  the  better  off  we  are. 

Chairman  Bond.  Yes. 

Mr.  Kruse.  And  that's  an  area  we  certainly  want  to  get  some 
common  sense  into  and  make  sure  that  those  things  that  we  do  are 
backed  by  scientific,  sound  studies  and  information  rather  than 
based  on  an  emotional  foray.  So  absolutely,  we're  going  to  be  work- 
ing on  very  specific  language  that  hopefully  will  be  helpful  to  you 
all  as  you  try  to  do  your  work. 

Chairman  Bond.  Peter,  you  mentioned  in  your  testimony  the  eco- 
nomic burdens,  and  I  thought  it  was  very  interesting  as  one  who's 
worked  in  the  federal  government,  you  feel  as  I  do  that  one  of  the 
important  things  we  can  do  is  to  turn  back  more  and  more  of  the 
regulatory  responsibilities  to  State  and  local  government. 

Earlier  this  week  the  National  Association  of  Public  Administra- 
tors released  through  our  Appropriations  Subcommittee  a  report  on 
EPA.  My  ranking  member  and  good  friend  Senator  Barbara  Mikul- 
ski  had  requested  this  study  18  months  ago  to  find  out  why  EPA 
wasn't  working  and  what  the  problems  were,  among  other  things. 
In  addition  to  having  too  many  prescriptive  statutes  and  too  many 
directives  conflicting  with  Congress,  they  said  that  EPA  needed  to 
pass  more  of  the  authority  to  State  and  local  governments  and  then 
not  second-guess  them. 

Some  on  the  other  side  have  objected  that  the  State  and  local 
governments  can't  do  that.  They  say  they  can't  do  the  regulatory 
functions  necessary  for  enforcing  the  environmental  laws.  You  have 
had  an  opportunity  to  be  there  and  see  it.  I'd  welcome  your 
thoughts  on  that  question  of  turning  back  and  whether  there  is  too 
much  EPA  second-guessing  and  overfiling  on  various  State  and 
local  activities. 

Mr.  Myers.  Well,  I  think  you  are  exactly  on  target  in  what  you 
are  saying.  There  is  too  much,  not  only  in  EPA,  but  the  Fish  & 
Wildlife  Service  has  a  habit  of  stepping  in,  stepping  over  the  head 
of  our  State  conservation  agency  who  normally  does  a  very  good 
job,  and  I  don't  think  we  need  this  overstepping. 

I  think  we  need  to  give  the  authority  to  the  local  people.  The 
local  conservation  districts  are  a  very  good  example  of  somebody 
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who  has  done  and  can  continue  to  do  a  very  effective  job  of  putting 
whatever  needs  to  be  in  place  and  then  overseeing  it.  Of  course,  as 
you  know  and  Bill  knows  too,  the  closer  to  home  you  make  any 
type  of  decision,  it  can  be  rectified  if  it  doesn't  fit,  and  of  course 
one  of  the  things  I  feel  strongly  about  is  local  control. 

The  EPA  also,  it  is  interesting  to  note,  will  turn  often  to  USDA 
noting  that  the  farmers  and  the  landowners  would  trust  the  folks 
that  work  in  the  USDA,  but  they  sure  didn't  trust  those  folks  from 
EPA. 

Chairman  Bond.  Do  you  have  any  thoughts  as  to  why  that  would 
be  so? 

Mr.  Myers.  Because  they  make  such  onerous  regulations,  and 
they  just  don't  understand  the  whole  situation,  and  the  situations 
vary  from  place  to  place.  I  realize  there  are  people  in  Washington 
that  feel  that  the  only  good  things  in  the  world  that  can  regulate 
us  have  to  come  out  of  Washington  because  we  local  folks  would 
circumvent  that,  but  I  will  submit  to  you  that  there  are  many  ex- 
amples of  very  good  activities  in  soil  conservation  and  watershed 
activities  that  are  done  and  done  effectively  by  local  people  and 
controlled  by  local  people  without  onerous  regulations  and  without 
jail  sentences  and  this  type  of  threat  hanging  over  their  heads. 
There's  a  few  bad  actors  out  there,  don't  ever  let  us  kid  ourselves 
about  that,  and  I  hope  local  people  will  step  up  and  learn  that 
they're  going  to  have  to  deal  with  these  bad  actors  in  their  commu- 
nities, and  that's  a  little  tougher  issue,  but  it  can  be  done. 

Chairman  Bond.  Mr.  Milbach,  your  very  good  testimony  on  the 
paperwork  is  most  compelling,  as  I  said.  I  was  interested  in  your 
emphasis  on  the  Capital  Gains  Tax  issue.  I  happen  to  think  that 
this  is  important  not  only  for  agriculture  but  across  the  board  to 
encourage  savings  and  investment  in  all  forms  of  business. 

I  would  ask  you  though,  one  of  the  problems  that  we're  facing 
right  now  in  the  Senate  is  to  comply  with  what  we  hear  is  a  great 
sense  of  urgency  from  many,  many  organizations,  particularly  in 
agriculture,  saying,  "Get  the  government  deficit  down,  cut  spending 
so  we  don't  continue  to  pass  on  these  tremendous  debts  to  our  chil- 
dren, and  stop  running  up  the  deficit." 

Under  the  President's  proposal,  he's  kind  of  lost  heart  for  cutting 
spending,  federal  spending  would  go  up  $366  billion  in  five  years 
and  we'd  add  $1  trillion  to  the  national  debt  and  to  our  children's 
credit  cards.  I  happen  to  have  a  14-year-old  son  who's  a  6  foot  tall, 
190  lb.  wrestling  heavyweight.  I  don't  want  to  go  home  and  tell  him 
I  am  adding  a  trillion  dollars  to  his  credit  cards.  Do  you  see  a  con- 
flict between  Capital  Gains  Tax  relief  and  cutting  the  deficit  or 
should  we  cut  the  deficit  first  before  we  go  into  tax  relief? 

Mr.  Milbach.  Well,  I  think  the  offset  I  would  suggest  that  is 
probably  out  there  is  how  much  other  tax  revenue  is  going  to  be 
generated  because  of  the  economic  growth.  If  we  have  new  jobs  cre- 
ated such  as  at  my  institution  or  we're  selling  more  irrigation, 
what  have  you,  there's  going  to  be  a  lot  more  income  tax  revenue 
developed  off  from  that  that  certainly  could  be  an  offset.  Certainly 
at  first  there  might  create  some  more  deficit,  I  certainly  am  not  in 
a  position  to  be  able  to  calculate  that  type  of  thing,  but  over  the 
long  haul  I  believe  that  we'd  be  better  off  down  the  road  because 
of  the  new  economic  development  that  we  would  see  throughout  the 
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whole  economy,  not  just  agriculture.  I  think  it  would  be  widespread 
in  the  commercial  sector  also,  because  they're  faced  with  the  same 
thing,  do  I  want  to  sell  this  property  or  what  have  you  because  of 
the  tax  liability. 

I  talked  to  my  CPA  who  does  a  lot  of  tax  returns  in  our  commu- 
nity, and  he's  been  at  it  a  long  time.  He  said,  "Ron,  you  can't  be- 
lieve the  number  of  people  that  will  come  in  and  sit  down  and  say, 
'I  am  thinking  about  selling  my  farm  or  my  business.  What  would 
be  my  tax  liability?'"  He  says,  'When  I  tell  them,  they  say,  'I  am 
not  gonna'  sell.  I  am  just  not  going  to  pay  that  much  income  tax 
at  this  point  in  time.'"  So  it  is  holding  back  the  economy,  I  think, 
a  lot. 

Chairman  BOND.  Let  me  turn  to  my  friend  and  colleague.  Con- 
gressman, any  questions  you'd  like  to  ask? 

Mr.  Emerson.  No  questions,  just  excellent  statements  that  each 
of  you  have  made,  and  I  appreciate  the  opportunity  to  hear  your 
thoughts.  It  was  all  very  helpful.  I  particularly  liked  your  com- 
mentary on  the  capital  gains  proposition,  because  I  really  do  think 
we're  headed  there,  and  I  think  it  is  one  of  the  most  significant 
things  we  can  do  for  small  businesses  and  little  people  who  have 
some  property  that  they  want  to  deal  with,  and  I  think  it  is  a  tre- 
mendous opportunity  before  us  that  is  on  the  horizon  right  now, 
and  I  hope  we  don't  miss  it.  As  you  know,  we  have  passed  it  in  the 
House,  and  I  know  the  Senator's  well  disposed  to  it,  but  we  have 
got  the  emphasis  shifted  elsewhere  now,  so  we  really  have  to  keep 
the  pressure  on  to  get  this  accomplished. 

Chairman  BOND.  Again,  my  sincere  thanks  to  the  panel.  These 
statements  will  be  shared  with  both  sides  of  the  Capitol,  and  cer- 
tainly members  of  our  Small  Business  Committee  will  look  forward 
to  seeing  them  as  well  as  the  Agriculture  Committee.  And  gentle- 
men, as  always,  we  invite  you  to  send  further  thoughts  and  com- 
ments to  us,  I  am  sure  you  will,  but  we  want  this  to  be  a  continu- 
ing process.  As  new  issues  develop,  I  hope  that  you  will  feel  free 
to  share  your  views  with  us.  Thank  you  again. 

And  now  for  our  second  panel,  I'd  like  to  invite  Stan  Petzoldt, 
Chairman  and  CEO  of  East  Perry  Lumber  Company  in  Frohna, 
Missouri;  Weldon  Macke;  and  Russ  Mothershead,  President  and 
CEO  of  Midwest  Agri-Chemico  in  Cape  Girardeau  to  come  forward. 
Thank  you,  gentlemen,  for  your  efforts  with  your  prepared  state- 
ments, and  again,  I'd  ask  you  to  summarize,  about  five  minutes  for 
our  discussions  here  today,  what  you  think  the  high  points  are.  We 
very,  very  much  appreciate  your  participation  and  your  interest. 

Stan. 

STATEMENT  OF  STAN  PETZOLDT,  CHAIRMAN  AND  CHIEF  EX- 
ECUTIVE OFFICER,  EAST  PERRY  LUMBER  CO.,  FROHNA,  MIS- 
SOURI 

Mr.  Petzoldt.  Thank  you.  Senator.  I  appreciate  the  opportunity 
to  address  this  committee.  My  name  is  Stan  Petzoldt.  I  am  Chair- 
man and  CEO  of  East  Perry  Lumber  Company  in  Frohna,  Mis- 
souri. We  manufacture  hardwood  lumber  that's  used  for  such 
things  as  furniture,  flooring,  and  cabinets.  We  employ  100  people 
and  market  our  lumber  worldwide. 
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My  purpose  here  is  to  give  the  perspective  of  the  local  wood  in- 
dustry in  regards  to  the  Endangered  Species  Act  and  the  Heritage 
Corridors.  My  first  encounter  with  the  Endangered  Species  Act  was 
in  the  Shawnee  National  Forest  in  the  late  1980s  when  the 
"greens"  said  logging  in  the  forest  needed  to  be  stopped  because  en- 
dangered plants  and  animals,  such  as  the  Swanson  Warbler  and 
Indiana  Bat,  were  present. 

Eventually  this  evolved  to  the  point  where  the  Forest  Service 
was  spending  all  their  time  looking  for  endangered  species  instead 
of  practicing  forestry,  but  all  these  expenses  still  got  charged  to 
timber  sales,  and  the  "greens"  have  convinced  the  public  that  it 
costs  more  to  sell  timber  than  they  can  realize  out  of  it  thus  it  is 
a  waste  to  the  taxpayer. 

In  reality,  quite  the  contrary  is  true.  The  federal  government  has 
a  vast  financial  wealth  in  the  trees  on  its  property.  The  U.S.  Forest 
Service  has  the  scientific  knowledge  to  perpetuate  these  forests  and 
to  generate  a  handsome  revenue  flow  to  the  U.S.  Treasury  for  cen- 
turies to  come,  and  at  the  same  time,  they  can  enhance  flora  and 
fauna  to  the  satisfaction  of  all  but  the  most  vocal  "greens." 

I  have  here  a  map  that's  put  out  by  the  National  Wilderness  In- 
stitute. It  depicts  public  land.  And  you  mentioned  something  a 
while  ago  about  reducing  the  deficit.  I  think  this  would  be  a  good 
area  to  reduce  the  deficit  in  by  discontinuing  land  purchase  by  the 
federal  government. 

The  "greens"  have  been  very  effective  with  the  Endangered  Spe- 
cies Act  in  preserving  the  public  lands  from  use.  They've  been  very 
efi*ective  in  that,  and  now  they're  trying  to  do  this  to  private  prop- 
erty. Large  groups  of  grass  roots  Americans  have  recognized  this 
as  an  infringement  on  their  private  property  rights  and  are  fight- 
ing it  vehemently. 

It  is  estimated  that  the  spotted  owl  cost  the  consumer  $20  bil- 
lion. When  the  consumer  realizes  that  the  average  cost  of  a  new 
home  contains  $2,000  worth  of  protection  under  the  Endangered 
Species  Act  and  when  the  average  small  businessman  realizes  that 
paper  products  in  his  business  cost  $700  to  $800  more  each  year 
because  of  the  Endangered  Species  Act,  they're  going  to  vote  for 
bringing  common  sense  back  into  it. 

In  1989  Congress  established  the  Mississippi  River  Heritage  Cor- 
ridor Commission.  I  became  very  interested  in  that  because  we 
have  our  plant  located  in  their  study  area  and  several  thousand 
acres  of  our  timberland  are  in  their  study  area.  I  began  tracking 
their  activities,  which  is  not  easy  to  do  because  they're  very  unco- 
operative with  regards  to  announcing  meetings  and  locations  and 
times.  In  their  five  years  of  existence,  they've  come  up  with  numer- 
ous reports  of  what  should  be  done  with  the  Mississippi  River  from 
New  Orleans  to  Minneapolis  two  counties  wide,  and  they've  done 
all  this  without  one  public  hearing  for  public  input. 

The  commission  is  spearheaded  by  the  U.S.  Fish  &  Wildlife  Serv- 
ice and  the  National  Park  Service.  Their  interim  report  in  1993 
listed  natural  resources  on  which  data  needed  to  be  compiled.  On 
this  list  was  endangered  species,  but  farmland  and  timberland  was 
not  on  this  list.  This  says  to  me  that  plants  and  animals  are  more 
important  to  these  people  than  families  and  jobs.  To  the  business 
community,  their  reports  with  vague  language  like  preserve,  pro- 
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tect,  restore  and  enhance,  to  us  this  means  Hmit  the  use,  return 
things  to  the  way  they  were  150  years  ago  and  make  these  re- 
stricted areas  larger  yet. 

The  commission's  economic  justification  for  a  Heritage  Corridor 
is  tourism  jobs.  I  submit  to  you  that  these  jobs  will  be  at  the  ex- 
pense of  higher-paying  industry  jobs.  The  designation  of  a  Heritage 
Corridor  can  open  the  door  to  burdensome  regulatory  interpreta- 
tions that  would  run  companies  like  us  out  of  business.  Congress 
should  cut  this  Corridor  plan  off  at  the  knees  and  discontinue  its 
funding  immediately. 

I'd  like  to  close  with  a  statement  from  a  University  of  Missouri 
forestry  student's  paper:  "Our  nation's  trees  are  a  necessity  that 
needs  to  be  utilized,  not  a  luxury  to  be  set  aside!" 

Chairman  Bond.  Thank  you  very  much,  Stan. 

Weldon. 

STATEME^^^    of    h.    weldon    macke,    auditor,    cape 

GIRARDEAU  COUNTY,  AND  FORMER  OWNER,  MACKE  FARM 
EQUIPMENT,  GORDONVILLE,  MISSOURI 

Mr.  Macke.  Mr.  Chairman,  thank  you  for  this  opportunity  to  tes- 
tify before  you  on  the  problem  small  businesses  face  today.  I  am 
H.  Weldon  Macke.  I  am  the  Auditor  of  Cape  Girardeau  County,  and 
I  was  owner  of  Macke  Farm  Equipment.  We  employed  eight  to  ten 
people  full-time  and  added  four  to  six  in  peak  season.  We  were 
doing  about  1.5  million  to  2  million  gross.  We  were  in  light  farm 
equipment,  grain  handling  equipment,  and  dairy  equipment  and 
supplies. 

My  government  put  me  out  of  business. 

It  is  hard  to  say  this.  As  you  know,  I  am  part  of  government.  But 
I  am  really  not  happy  about  how  the  state  and  Federal  government 
have  treated  a  small  business  like  ours.  Light  equipment  and  dairy 
business  have  always  been  besieged  by  regulations,  regulators,  and 
enforcers.  You  spoke  of  the  Paperwork  Reduction  Act,  and  I  can  re- 
member when  then  Senator  Danforth  introduced  the  first  Paper- 
work Reduction  Act.  I  even  went  to  Washington  and  lobbied  for 
that  bill.  The  problem  was  after  the  bill  became  law  and  the  bu- 
reaus, commissions,  and  agencies  finished  with  their  interpreta- 
tion, we  had  more  paperwork,  more  forms  which  were  more  com- 
plicated and  with  more  penalties  for  not  crossing  all  the  T's  and 
dotting  all  the  I's. 

I  asked  Jack  not  to  introduce  another  one,  and  I  am  hoping  that 
the  one  that  you  have  introduced  now  will  really  reduce  it,  but 
OSHA  was  one  of  the  first  ones  that  came  to  my  store,  just  a  small 
business,  and  said,  "You  shall  have  hard  hats,  steel-toed  shoes,  and 
a  lot  of  other  required  paraphernalia  or  you  can't  be  in  business." 
Well,  that's  fine,  we  bought  them  all,  made  all  the  changes  and 
when  OSHA  came  back  unexpectedly  to  check  us  out,  the  guys  had 
made  dog  bowls  out  of  the  hats  and  planted  flowers  in  the  shoes, 
but  I  got  the  punishment. 

There  were  many  more  nagging,  frivolous  government  mandates 
over  the  years,  but  my  experience  in  1993  and  1994  broke  my  spir- 
it. My  first  experience  in  1993  was  kind  of  interesting  and  was 
with  EPA  and  DNR.  We  are  in  a  rural  area  where  I  own  two  acres 
of  ground,  and  part  of  it  lay  in  sort  of  a  low  area.  We  had  always 
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put  wood  products  and  paper  and  this  kind  of  stuff  in  this  area  and 
every  couple  of  weeks  we  burned  it.  The  State  Highway  Depart- 
ment and  many  other  contractors  would  bring  in  fill  that  would 
cover  the  residue.  Well,  the  DNR  boys  came  one  day  and  said, 
"This  is  a  dump,"  and  he  said,  "It  is  going  to  cost  you  $10,000  in 
fines  if  you  don't  clean  it  up  in  a  certain  number  of  days." 

We  cleaned  it  up,  it  cost  about  $10,000.  He  then  said,  "You  can't 
bum  any  more  on  your  property  and  you  can't  put  anything  like 
this  material  in  it.  You  can  only  put  concrete,  blacktop  or  brick  in 
it."  Then  we  rented  a  dumpster  so  we  could  put  the  waste  products 
that  are  around  the  business  in  the  dumpster.  That's  all  right,  but 
it  cost  me  about  $15,000  to  do  it,  and  I  was  upset  that  I  couldn't 
do  anything  on  my  own  ground. 

I  guess  the  thing  that  really  put  me  out  of  business  was  the  day 
from  out  of  Washington  come  one  of  those  great  white  chargers 
with  glasses  too  thick  to  see  out  of,  and  he  says,  "I  am  here  with 
the  HAZMAT  people  and  the  Department  of  Transportation,"  and 
says,  "We  understand  that  you  are  not  up  to  par  on  handling  dan- 
gerous chemicals." 

Well,  he  checked  the  truck  over  and  ever3rthing  looked  okay.  Just 
one  truck,  mind  you,  is  all  I  had,  and  one  driver  involved  in  this, 
and  so  he  said,  "Yeah,  it  looks  like  you  have  got  the  right  kind  of 
signs  and  that  on  it."  And  the  truck  passed  inspection.  He  said, 
"What  do  you  haul?"  Well,  what  we  hauled  on  the  truck  was  liquid 
soap,  dairy  supplies  and  parts,  which  are  not  dangerous  that  I 
know  of;  a  teat  dip  product  for  the  cows,  and  that  wasn't  dan- 
gerous; some  disinfect,  but  very  light;  and  a  weak  acid  solution. 
And  then  he  hit  some  really  dangerous  material,  dangerous  fly 
spray. 

It  took  two  weeks  for  us,  my  manager  and  myself  and  the  driver, 
to  get  the  companies  to  answer  questions  of  what  was  in  the  prod- 
ucts that  was  on  the  label  of  the  fly  spray  and  while  we  were  at 
it,  check  the  rest  of  the  cleaning  supplies.  He  was  finally  satisfied 
with  that.  Then,  he  wanted  to  look  at  our  personnel  records.  "Well, 
they  look  pretty  good,"  he  said,  but  I  see  you  have  a  65-year-old 
man  that  has  diabetes  driving.  You  have  gotta'  fire  him."  And  I 
said,  "What  do  you  mean,  fire  him?  He's  had  it  for  17  years  and 
he  hasn't  had  a  seizure  or  any  other  problem  associated  with  diabe- 
tes and  he  has  been  examined  by  the  doctor  who  gives  DOT 
exams."  He  said,  "Well,  you  can't  have  a  diabetic  driving  a  truck." 

So  we  went  through  about  another  two  or  three  weeks  of  argu- 
ment. He  condemned  the  local  doctor  because  he  said  the  doctor 
wasn't  really  trained  to  give  the  exam,  even  though  the  doctor  had 
taken  all  the  training  offered  and  had  examined  many  others  who 
handle  hazardous  materials.  I  had  to  hire  somebody  else  to  drive 
the  truck  to  stay  in  business.  I  guess  I  had  had  enough,  and  I  said, 
"Why  don't  you  order  me  to  fire  him,  and  I  want  it  in  writing. 
That'll  put  me  out  of  business.  If  you  do  that,  I  will  sue  you  for 
forcing  me  to  fire  a  66-year  old  and  putting  me  out  of  business." 

He  left,  but  said  we  had  so  many  days  to  clean  it  up.  That  price 
tag  was  about  $10,000  and  the  loss  of  customers  and  the  loss  of 
time.  I  went  home  and  said  to  my  wife,  "That's  enough!  I've  done 
all  the  paperwork,  and  made  all  the  changes  within  reason  and 
they  still  keep  coming." 
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Now,  there's  some  other  areas  that  I  think  you  have  heard  al- 
ready and  will  hear  more.  Workman's  comp,  liability  insurance, 
mandated  health,  etc.  were  other  factors  that  helped  in  my  final 
decision  to  quit.  In  a  business  like  ours,  the  insurance  was  over 
$100,000  a  year.  To  top  it  all  off  when  I  wanted  to  sell  out,  then 
my  government  said  that  I  can't  sell  the  land  without  giving  them 
28  percent  of  it  for  capital  gains.  I  really  wondered  whether  I 
would  have  to  pay  to  get  into  debtors'  prison,  and  if  there's  some 
regulation  I  would  have  to  follow. 

Now,  Kit,  you  and  I  have  been  on  a  lot  of  stages  together,  and 
I  really  appreciate  what  you,  Congressman  Emerson,  and  Senator 
Aschcroft  are  doing  for  small  business,  but  if  we  don't  cut  the  head 
off  of  these  snakes,  the  bureaus  and  agencies  and  enforcers  in 
Washington  you  won't  solve  the  problems.  It  will  be  like  a  young 
man  that  came  to  me  yesterday  and  asked,  "You  are  not  in  busi- 
ness any  more?",  and  I  said,  "No,  thank  God."  And  he  said,  "You 
mean  to  tell  me  that  farm  agribusiness  is  a  bad  business?"  I  said, 
"No,  it  is  not  a  bad  business,  but  it  is  overregulated."  He  said, 
"Well,  I  wonder  if  maybe  I  ought  not  go  into  agribusiness."  Agri- 
business is  a  good  business,  and  I've  enjoyed  it  for  40  something 
years,  but  it  finally  put  me  out. 

[The  prepared  statement  of  Mr.  Macke  follows:! 
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H.  WELDON  MACKE,  AUDITOR,  CAPE  GIRARDEAU  COUNTY 
AND  FORMER  OWNER,  MACKE  FARM  EQUIPMENT 


Thank  you  for  the  opportunity  to  voice  my  concerns  about  the 
excess  interference  and  regulations  placed  on  my  small 
businesses . 

I  am  H.  Weldon  Macke,  Auditor  of  Cape  Girardeau  County,  and  I  was 
owner  of  Macke  Farm  Equipment.  We  employed  8-10  people  full  time 
and  added  4  to  6  in  peak  season. 

We  were  doing  between  1.5  and  2  million  gross.  We  were  in  the 
business  of  light  farm  equipment  like  silage,  feeding  and  manure 
handling  equipment.   We  also  sold  grain  storage  bins  and  all  the 
equipment  that  went  with  this  division.   The  third  division  was  a 
dairy  equipment  and  supply  business.   My  government  put  me  out  of 
business . 

A  business  like  ours  has  always  been  besieged  by  federal  and 
state  law  regulations.   After  these  came  the  enforcers.   My  early 
experience  came  as  then  Senator  Danforth  introduced  a  paper  work 
reduction  act  which  I  helped  and  backed.   The  problem  after 
passage  was  that  when  the  bureaus,  commissions,  and  agencies 
finished  with  the  interpretation,  there  were  more  forms  which 
were  more  complicated  with  more  penalties  for  not  crossing  all 
the  t's  and  dotting  all  the  i's. 

I  asked  Jack  to  please  not  introduce  another  bill  like  that. 
OSHA  was  another  great  operation.   Their  enforcer  came  with  lots 
of  must  do's,  like  hard  hats  and  steel  toe  shoes.   When  they  came 
back,  the  men  had  used  the  hard  hats  for  dog  bowls  and  the  heavy 
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shoes  for  flowers.   But  I  paid  the  fines. 

My  next  experience  was  from  EPA  and  DNR.   Here  my  rights  were 
taken  away.   My  business  was  in  a  rural  area  and  we  would  dump 
the  paper,  lumber,  and  other  trash  in  a  low  area;  then  burn  it 
weekly,  then  every  so  often,  the  state  or  private  business  would 
dump  their  concrete,  blacktop,  and  fill  dirt  in  this  low  area. 
DNR  said  it  was  a  dump  site,  so  it  cost  me  $10,000  to  pick  up 
what  was  there  and  haul  the  product  to  a  certified  landfill.   I 
also  had  to  rent  a  container  from  them. 

Shortly  after  this,  we  got  a  Washington  inspector  for  HAS/MAT. 
We  felt  that  we  had  done  this  correctly.   We  only  had  one  truck 
that  hauled  such  dangerous  materials  as  soap  powder,  liquid  soap, 
teat  dip,  some  disinfectant,  a  weak  acid  solution  and  dangerous 
fly  spray.   He  went  into  orbit,  and  for  two  weeks,  even  though 
the  products  were  labeled,  we  had  to  call  manufacturers  to  find 
out  what  the  labels  meant.   This  tied  up  two  men  and  the  route 
truck  which  should  have  been  on  the  road  selling  the  products. 
He  then  discovered  from  our  files,  which  wasn't  pleasing  to  him, 
that  the  driver  of  this  truck  was  a  66  year  old  diabetic  who  had 
been  examined  each  year  by  a  physician  who  thought  he  was 
approved  to  give  the  HAS  MAT  exam  because  he  had  taken  the 
training  offered.   On  the  spot  he  condemned  the  doctor,  the 
driver,  the  business  and  everything  else.   I  actually  thought  he 
was  going  to  throw  the  whole  bunch  of  us  in  jail. 
The  next  day  I  was  ordered  to  join  some  company  who  sold  all  the 
guide  books  (ours  were  out  of  date  by  1  year) .   The  driver  could 
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not  drive,  and  he  was  thinking  of  shutting  down  the  whole  works. 

After  more  weeks  of  hassle,  I  begged  him  to  order  me  to  fire  the 

66  year  old  male  and  shut  me  down. 

I  would  have  contacted  the  CLU  or  someone  to  sue  him  and  the 

government.   He  finally  agreed  to  let  us  operate,  providing  I 

could  get  my  employee  on  a  test  program  conducted  by  someone  in 

Washington.   Of  course,  the  only  doctor  to  give  the  test  was  in 

St.  Louis.   The  price  tag;  $5,000  out  of  pocket,  plus  a  month 

loss  of  income,  some  customers,  and  the  time  of  two  employees, 

and  my  time.   I  said,  "That's  enough!!"  and  I  quit! 

Some  other  areas,  such  as  Workman's  Comp.,  liability  insurance, 

mandated  health  care,  etc...  were  costing  a  little  business  like 

mine  $100,000  a  year  and  the  Postal  Service  wants  to  take  our 

town  and  make  us  Cape ! 

Now,  you  may  think  this  is  the  end  of  government  interference, 

but  I  will  have  to  sell  the  land  and  buildings  just  to  satisfy 

the  loans  at  the  bank.   I  need  about  $200,000  for  this  and  can 

get  it  tomorrow,  but  if  I  sell,  the  government  wants  at  least 

$66,000  which  leaves  me  $134,000,  which  doesn't  satisfy  the 

banks.   I  guess  debtors  prison  is  next  if  the  cost  is  not  too 

high  to  get  in! 

Senator,  you  and  I  have  known  each  other  a  long  time,  and  have 

been  on  many  stages  together.   I  really  appreciate  all  you  have 

tried  to  do  for  our  people.   Congressman  Emerson  also,  and  I  am 

sure  freshman  Senator  Ashcroft  will  also  do  well. 

But  if  the  Senate  and  House  don't  kill  this  snake  of  bureaus,  a 


36 


agencies,  enforcers,  and  special  interest  groups  and  do  what  is 
best  for  the  country,  your  and  my  grandchildren  will  not  have  a 
free  country  to  live  in. 
Thank  you. 
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Chairman  Bond.  Thank  you,  Weldon.  That's  a  very  tough  story, 
and  we  appreciate  so  much  your  sharing  it  with  us. 
Russ. 

STATEMENT  OF  RUSS  A.  MOTHERSHEAD,  PRESIDENT, 
MIDWEST  AGRI-CHEMICO,  INC.,  CAPE  GIRARDEAU,  MISSOURI 

Mr.  MOTHERSHEAD.  Senator  Bond,  I'd  Hke  to  thank  you  for  the 
chance  to  come  before  this  group  today  and  make  my  comments. 
It  is  a  pleasure  to  be  here.  I  am  Russ  Mothershead.  I  am  President 
of  Midwest  Agri-Chemico,  a  local  firm  here  in  Cape  Girardeau.  I 
am  a  local  man,  a  local  businessman.  I  grew  up  on  a  farm  not  just 
too  far  from  Cape  Girardeau,  and  I  go  along  with  many  of  the  com- 
ments that  the  other  panelists  have  already  mentioned.  I  think 
they're  all  very  key  points. 

My  comments  will  be  mostly  today  about  the  Mississippi  River 
and  what  an  asset  it  is,  some  of  my  concerns  about  federal  and 
state  regulations  imposed  on  businesses  like  ourselves  that  Mr. 
Macke  has  just  mentioned.  And  a  question  that  I  kind  of  have  for 
our  group  is,  "Can  agriculture  compete  in  the  future?"  That's  one 
of  my  big  concerns.  I  think  that  agriculture  is  a  very  large  business 
that  relies  on  its  efficiencies,  and  I  hope  that  we  can  always  be  effi- 
cient enough  to  stay  in  business  and  that  government  allows  us  the 
opportunities  to  stay  in  business.  The  inland  river  system  which  we 
are  so  closely  located  to  is  a  true  natural  treasure  for  the  U.S.  com- 
merce that  supports  many  industries  including  agriculture.  We 
should  avoid  restricting  that  by  special  interests  that  look  to  curtail 
seasonal  water  flow  into  the  rivers  feeding  the  Mississippi.  Re- 
stricting water  threatens  to  reduce  water  volume  for  safe  and  effi- 
cient barge  operations. 

My  business  is  closely  tied  to  the  river  primarily  in  the  fertilizer 
business  utilizing  barge  transportation  to  bring  up  barges  for  agri- 
culture to  off-load  here  in  the  local  market  to  go  out  to  the  retail 
dealers  within  about  a  200-mile  radius  of  Cape  Girardeau.  Barges 
I  think,  the  barge  line  businesses  are  something  that  probably  go 
unnoticed  a  lot  until  we  have  a  disaster  like  the  flood  of  a  couple 
of  years  ago,  but  it  truly  is  a  very,  very  efficient  mode  of  transpor- 
tation. 

We're  dealing  here  with  one  barge  containing  1,500  tons  of  mate- 
rials that  equates  to  60  transport  loads  of  materials,  and  we  can 
move  it  from  the  Gulf  to  Cape  Girardeau  for  $3  to  $4  a  ton.  If  we 
trucked  it,  it  would  cost  $25  a  ton,  or  if  we  railed  it,  it  would  cost 
$25  a  ton.  So  the  river  is  a  tremendous  asset  to  have  here  in  the 
Midwest,  and  I  bring  to  you  my  concerns  that  we  have  the  commit- 
ment in  Washington  to  see  that  this  national  asset  is  taken  care 
of  and  not  taken  away  from  us  as  agribusiness  people. 

We  should  continue  the  necessary  funding  for  the  Corp  of  Engi- 
neers to  monitor  and  maintain  the  super  supply  highway  for  agri- 
culture and  general  commerce.  Movement  of  agriculture  commod- 
ities via  our  inland  waterway  provides  the  most  cost-effective  and 
timely  source  of  transportation  for  such  essential  crop  inputs  as 
fertilizer  in  the  spring  and  moving  the  huge  volumes  of  grain  from 
our  hopeful  bountiful  harvest  of  the  fall. 

Changes  in  policies  regarding  this  management  of  the  water 
flows  could  greatly  decrease  the  efficiencies  of  this  mode  of  trans- 
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portation.  Restrictions  would  have  a  tremendous  negative  impact 
by  increasing  freight  costs  which  I  just  mentioned,  shortening  tow- 
ing seasons  that  the  barge  operators  can  even  operate  by  moving 
our  commodities  up  and  down  the  river,  increasing  operating  costs 
for  barge  Hnes,  with  restrictions  probably  means  fewer  tons  that 
they  can  move,  shorter  time  periods  for  them  to  make  and  cover 
their  necessary  overhead  for  the  year.  It'll  affect  towboat  operators 
and  river  port  terminal  operations  much  like  ours  here  located  in 
Scott  City  Port  Authority. 

I  think  the  taxpayers  in  general  have  made  tremendous  invest- 
ments, and  you  get  credit  for  that.  Senator  Bond,  when  you  were 
governor  starting  some  of  the  port  authorities  here  in  Missouri. 
There  has  been  commitment  by  the  taxpayers  and  local  business- 
men, and  they've  made  investment,  and  I  think  that  as  business- 
men and  taxpayers,  they  are  deserving  of  a  return  on  investment, 
and  I  hope  that  some  of  the  legislation  does  keep  that  in  mind  as 
we  go  along,  that  we  keep  that  in  consideration. 

Our  desire  is  to  see  that  a  practical  approach  is  continued  by  the 
Corps  of  Engineers  to  ensure  that  the  management  of  our  river  sys- 
tem sustains  the  needs  of  both  commercial  and  recreational  inter- 
ests. 

Agribusiness  today  finds  itself  operating  in  an  ever  increasing 
climate  of  regulations  by  local,  state  and  federal  agencies.  Many 
times  the  mandates  are  established,  policies  set,  and  laws  written 
that  fail  to  address  the  negative  impact,  costs  of  compliance  or  eco- 
nomic hardship  placed  on  business  enterprises.  Costly  mandates 
should  not  be  placed  on  the  entire  business  segment  just  to  regu- 
late a  few  suspect  operators. 

Businessmen  should  continue  to  work  at  becoming  better  stew- 
ards of  our  environment  that  utilizes  the  best  new  ideas,  tech- 
nologies, and  products  available  to  agriculture.  We  should  not  allow 
unrealistic  overregulation  to  destroy  entrepreneurial  spirit  and 
threaten  our  competitiveness  to  produce  for  world  markets.  We 
should  develop  a  common  sense  approach  to  regulating  by  local  and 
state  agencies  that  by  working  in  cooperation  with  businesses  will 
achieve  many  of  the  same  goals. 

As  government  reform  is  debated  in  Washington  to  reduce  defi- 
cits and  government  waste,  let  us  expect  agriculture  programs  and 
policies  to  also  be  reformed.  As  those  reforms  develop,  we  should 
write  new  legislation  that  contains  ways  for  producers  to  transform 
from  past  support  programs  to  new  market-oriented  ones  that 
allow  producers  to  remain  competitive  with  world  commodity 
prices.  It  is  extremely  important  that  U.S.  producers  are  allowed 
to  continue  supplying  safe,  low-cost  food  and  fiber  for  our  citizens 
as  well  as  other  expanding  global  markets.  And  I  thank  you  for  the 
opportunity  to  come  today. 

Chairman  Bond.  Russ,  thank  you  very  much.  Stan,  let  me  go 
back  and  ask  you,  you  indicate  the  Endangered  Species  Act  has 
cost  about  $20  billion.  Over  what  time  period  is  that?  Since  it  was 
enacted? 

Mr.  Petzoldt.  Since  the  beginning  of  the,  I  was  talking  about 
the  spotted  owl  situation  costing  $20  billion. 

Chairman  Bond.  The  spotted  owl  alone. 

Mr.  Petzoldt.  Which  is  an  endangered  species. 
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Chairman  Bond.  And  that  cost  is  in  terms  of  lost  jobs  directly 
or  in  forest-related  costs?  What  goes  into  that  calculation? 

Mr.  Petzoldt.  Well,  you  have  directly  the  loss  of  jobs  and  you 
have  the  loss  of  resources  itself.  Umm,  just,  just  offhand  I  don't, 
I  can't  really 

Chairman  Bond.  Increased  costs  of  lumber,  you  cited  increased 
costs  of  lumber,  $2,000  for  a  house. 

Mr.  Petzoldt.  Yes.  For  example,  a  house  costs  $2,000  more  be- 
cause the  price  of  the  lumber  has  gone  up  because  of  the  fact  the 
decrease  in  supply  has  caused  the  price  of  lumber  to  go  up. 

Chairman  Bond.  And  that's  directly  related  to  the  spotted  owl? 

Mr.  Petzoldt.  Yes.  Those  are  industry  figures. 

Chairman  Bond.  From  what  you  have  been  able  to  gather  about 
the  Heritage  Corridor,  there  are  no  public  hearings? 

Mr.  Petzoldt.  No,  there  were  not  any  public  hearings.  I  under- 
stand they  are  scheduling  public  hearings,  but  for  them  to  go  on 
for  five  years  and  study  this  thing  and  not  have  one  public  hearing. 
And  we  have  gone  to  some  of  their  meetings,  myself  personally  and 
our  industry  people,  and  they  just,  they  listen  to  us,  and  when  it 
comes  out  in  the  minutes,  the  minutes  come  out  from  the  meeting 
a  couple  of  months  later,  they  don't  even  mention  an5^hing  about 
our  concerns.  Their  reports  don't  say  anything  about  the  timber  in- 
dustry and  very  little  about  the  farm  industry.  It  is  like  they  just 
don't  exist,  and  they  want  to  establish  this  whole  area  as  a  rec- 
reational area. 

Chairman  Bond.  Who  is  going  to  establish  the  area?  Is  that 

Mr.  Petzoldt.  Well,  the  commission  will  be  reporting  back  to  the 
Senate,  and  the  Senate  will  get  an  opportunity  to  vote  on  it  I  would 
hope,  but  the  way  it  looks  to  me  when  you  go  to  their  meetings, 
the  Fish  &  Wildlife  and  National  Park  Service  already  have  every- 
thing cut  and  dried.  So  I  don't  know  if  we  really  have  any  input 
in  it  or  not  or  if  you  will. 

Chairman  Bond.  I  plan  on  it.  Weldon,  a  very,  very  difficult  set 
of  circumstances  that  you  have  outlined.  What  recommendations  do 
you  have?  If  you  can't  afford  another  Paperwork  Reduction  Act 
after  what  happened  last  time,  what  are  your  recommended  solu- 
tions for  the  regulatory  burden  particularly  as  it  might  affect  the 
farm  equipment  dealer? 

Mr.  Macke.  Okay.  I  think.  Senator,  that  you  all  are  headed  in 
the  right  direction.  I  keep  in  very  close  contact  with  you  as  you 
know  and  the  Congressman,  and  I  think  we're  headed  in  the  right 
direction  with  trimming  the  bureaus  and  maybe  combining  them. 
Maybe  bring  it  back  to  the  states.  Bill  and  I  talked  a  little  about 
that  yesterday,  not  only  maybe  bringing  it  back  to  the  states  but 
maybe  bringing  it  back  even  to  the  counties. 

Now,  I  know  our  county  commission  doesn't  want  any  more  jobs 
to  do,  but  it  seems  like  if  you  want  to  bring  it  back  to  the  states, 
that  you  are  going  to  have  the  same  problem  you  have  got  in 
Washington,  D.C.  The  state's  going  to  hire  100,  200  people  to  do 
the  operation  and  so  all  we  did  is  transfer  it  from  Washington  to 
the  state. 

I  think  we  need  to  hire  people  that  are  in  those  positions  that 
know  what  they're  doing.  I  can  tell  you  for  sure  that  the  three 
young,  four  young  men  that  came  to  our  place  really  didn't  know 
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where  to  look,  and  all  they  were,  somebody  said  something  about 
notches  on  their  guns.  Yes,  sir,  that  boy  added  a  lot  to  his  pencil. 
And  so  I  think  that  you  get  them  coming  from  an  area  that  they 
don't  really,  they  don't  know  what's  going  on  out  in  the  field.  They 
come  out,  and  they've  got — well,  to  give  you  an  example,  the  big 
book  that  was  here,  this  boy  that  came  with  HAZMAT,  he  knew 
every  word  that  was  in  that  book,  but  he  didn't  know  how  to  read 
a  label  on  a  can  of  fly  spray. 

So,  you  know,  it  is,  and  as  I  advise  some  of  the  kids  or  young 
people  that  say  go  into  it,  yeah,  it  is  good  business,  it  is  really  good 
business  if  you  can  put  up  with  the  crap.  And  I  think  the  only  way 
we're  going  to — ^you  all  are  doing  a  great  job.  You  are  combining 
committees,  you  are  combining,  you  are  doing  away  with  some.  I 
just  hope  that  you  are  allowed  to  continue  to  do  it  and  bring  it 
down  to  a  workable  group  of  people. 

Chairman  Bond.  Well,  thank  you.  It  took  us  40  years  to  get  into 
this  mess  and  we're  not  going  to  get  out  overnight,  but  as  I  said, 
maybe  we  can  start  heading  in  the  right  direction.  When  I  saw  Bill 
Emerson  sitting  in  the  Speaker's  chair  on  the  opening  day  of  Con- 
gress, I  thought  maybe  the  time  has  finally  come  when  we're  going 
to  see  those  things  turning  around  a  little  bit. 

Mr.  Macke.  I  hope  so,  I  really  do. 

Chairman  Bond.  Russ,  we  have  talked,  in  general,  about  the  im- 
portance of  the  flow  of  the  Missouri  River  coming  into  the  Mis- 
sissippi. You  were  talking  about  the  Mississippi  coming  down  the 
river,  and  I  want  to  express  my  sincere  thanks  to  the  people  along 
the  Mississippi  who  have  joined  in  to  help  on  the  battle  to  stop  the 
Preferred  Alternative  from  totally  messing  up  the  flow  of  the  Mis- 
souri River  and  thus  on  the  Mississippi  River. 

Have  you  done  any  assessment  as  to  what  impact  that  three  feet 
lower  in  the  spring  on  the  Missouri,  cutting  off"  navigation  the  last 
month  of  the  season  on  the  Missouri  River,  would  have  in  terms 
of  impact  on  the  Mississippi  River  here  and  more  specifically  on 
what  it  would  mean  to  your  business? 

Mr.  MOTHERSHEAD.  Senator,  I  don't  have  specific  numbers,  but 
from  the  readings  and  some  of  the  other  hearings,  I  think  that 
many  times  we  hear  about  just  the  Missouri,  how  it  is  going  to  be 
affected,  and  I  think  some  people  forget  that  our  river  here  is  going 
to  be  affected  greatly  because  it  feeds  us  here,  and  we  may  be  look- 
ing at  a  situation  where  it  is  tied  straight  to  the  weather. 

If  we  have  a  dry  summer,  if  we  have  a  wet  spring  it  may  get  us 
through  the  hump,  but  when  we're  right  on  that  marginal  line  and 
there's  times  for  weeks  and  days  that  we  may  be  in  low  water  and 
just  barely  able  to  get  by,  either  getting  barges  in  and  able  to  truly 
function  and  operate,  that  if  we  lose  a  foot  or  two  feet  of  water  at 
key  times,  we're  shut  down,  and  we  have  seen  that  happen  in  the 
last  couple  of  years.  In  the  last  three  years  we  have  seen  the  tre- 
mendous flood,  but  we  have  also  seen  some  low  water  times  now 
at  times.  We  have  been  from  one  extreme  to  the  other,  and  I 
think 

Chairman  Bond.  On  the  average  we  have  a  great  climate. 

Mr.  MOTHERSHEAD.  Yes. 

Chairman  Bond.  On  the  average.  It  is  just  we  need  to  spread  it 
out  a  little  more. 
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Mr.  MOTHERSHEAD.  And  to  cut  that  back,  I  mean  if  we're  talking 
about  the  spring  season  as  we  are  right  now  and  we  lose  the  ability 
to  get  barges  in,  we  are  talking  about  a  major  impact.  For  one 
week,  two  weeks  of  shutdown  in  the  fall  when  the  harvest  is  com- 
ing in  and  they're  depending  on  the  barges  moving  the  grain  out, 
it  has  tremendous  economic  impact  trying  to  get  rid  of  that  grain, 
get  it  to  the  Gulf  to  export  it.  I've  probably  not  answered  your 
question  specifically,  but  I  think  that  subject  to  the  weather  it 
could  be  a  tremendous  effect  just  by  losing  a  foot  or  two  of  water 
at  specific  times. 

Chairman  BOND.  And  the  figures  I've  heard  are  65  percent  of  the 
flow  in  the  Mississippi  at  St.  Louis  in  some  drought  periods  comes 
from  the  Missouri.  And  you  are  looking  at  essentially  north  of  here 
if  that  were  significantly  down,  that  would  affect  traffic.  That 
would  have  then  a  very  significant  impact  on  your  business  itself 
if  you  lost  the  access  to  reliable  river  transportation. 

Mr.  MOTHERSHEAD.  Yes,  sir,  and  I  think  it  snowballs  into  the 
other  industries.  I  think  those  costs  of  having  to  put  it  on  other 
modes  of  transportation,  I  think  that  raises  costs  on  agricultural 
products,  whether  it  has  inputs  or  a  reduction  value  on  grain  as 
an  example,  moving  it  through  other  modes.  And  what  does  that 
do?  It  lowers  returns  for  the  farmer,  which  we  all  depend  on  his 
income  supporting  a  great  many  of  us.  So  I  think  that  snowballs 
into  a  lot  of  industries  besides  just  agriculture.  And  the  only  way 
that  agriculture  has  probably  continued  to  exist  and  prosper  has 
been  its  ability  to  be  efficient,  and  we  shouldn't  load  that  and  cut 
into  that  with  ways  that  he  can't  get  a  return  on. 

Chairman  Bond.  You  recommended,  as  several  others  have, 
turning  over  to  local  government  and  local  officials,  state  and  local 
officials  more  of  the  environmental  requirements.  Do  you  think 
those  could  be  handled  by  the  existing  agencies  here  in  Missouri? 

Mr.  MOTHERSHEAD.  I  think  so,  and  I  think  in  the  state  of  Mis- 
souri we  have  seen,  from  some  of  my  business  experience,  over  the 
last  six  months  to  a  year  we  have  seen  our  State  Department  of 
Natural  Resources  taking  on  a  more  active  role  in  working  with  ag- 
ribusiness, and  we  have  some  new  agricultural  lav/s  coming  into  ef- 
fect in  1997  as  far  as  containment  and  diking  and  some  of  the 
things  from  Department  of  Natural  Resources,  and  I  think  we  have 
seen  that  become  a  working  arrangement  for  business.  I  think  we 
can  work  with  them,  they  can  work  with  us  and  work  through 
some  of  the  things.  When  we  have  questions,  I  think  that  it  is  a 
little  more  comfortable  in  working  through  it  than  just  having 
soriiebody  from  Washington  come  in  and  say,  *Tou  are  going  to  do 
it  like  this." 

Chairman  Bond.  I  think  the  Congressman  and  I  saw  just  within 
the  last  24  hours  or  so  that  the  Department  of  Natural  Resources 
worked  through  the  permit  for  Fort  Leonard  Wood  which  is  going 
to  make  a  significant  difference  for  an  area  just  north  and  west  of 
here.  Let  me  turn  it  over  to  the  Congressman.  Congressman,  would 
you  like  to 

Mr.  Emerson.  Well,  you  have  all  hit  upon  subjects  that  are  im- 
portant in  our  neck  of  the  woods  down  here.  Now,  the  Senator's  got 
to  cover  the  whole  state,  but  down  here  the  subjects  that  you  are 
talking  about  are  our  life's  blood,  and  Kit,  I  know  you  know  that 
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also,  but  what  Russ  is  talking  about  here,  you  know,  I  have  to 
share  a  little  experience  with  you. 

I  went  to  a  meeting  in  Washington  a  couple  of  weeks  ago.  I  was 
specifically  invited  to  it  because  some  folks  up  on  the  Missouri  from 
mainly  Nebraska,  Iowa  and  other  places  in  Missouri  than  down 
here  who  are  concerned  about  what  happens  on  the  Missouri,  had 
called  this  meeting  to  have  some  dialogue  with  the  Administration 
about  the  management  plan  for  the  Missouri  River.  You  know, 
they've  got  this  senator  out  there  in  Montana  that  Kit  is  fighting 
with  all  the  time  who  really  wants  the  water  from  the  Missouri 
River  diverted  for  their  recreational  purposes  in  Montana  and  to 
heck  with  our  navigational  interests  and  what  it  means  to  agri- 
culture and  business  and  commerce  down  here. 

Well,  I  went  to  this  meeting.  It  was  a  very  bipartisan  meeting. 
Ike  Skelton  and  Pat  Banner  were  here,  they're  from  West  and 
Northwest  Missouri,  they  were  at  the  meeting  and  they  had  helped 
call  it,  and  some  people  from  Iowa  and  Nebraska,  and  they  called 
down  these  Administration  people,  Mr.  Egges  from  the  White 
House  and  Ms.  Rivlin  from  the  Bureau  of  the  Budget,  and  Katie 
McGinty  from  the  Council  of  Environmental  Quality,  and  they 
wanted  to  know  why  I  was  there. 

And  all  my  colleagues  chided  up,  "Well,  he's  from  down  on  the 
Mississippi  where  they've  had  flood  control,  there's  a  good  system 
of  flood  control  in  the  lower  Mississippi  Valley,  and  we  need  some 
good  flood  control  up  on  the  Missouri  in  Nebraska  and  Iowa."  But 
they  said,  "Well,  okay.  All  that's  well  and  true,  but  why  the  Mis- 
sissippi?" They  really  didn't  know  that  what  goes  on  on  the  Mis- 
souri has  a  profound  effect  on  us  down  here.  I  was  shocked.  Now, 
that's  the  Executive  branch  of  government. 

But  you  have  made  the  point.  I  mean  in  Weldon's  experience 
here,  what  he's  kind  of  been  the  victim  of  is  what  I  would  call  the 
"Ralph  Nader  Theory  of  Government,"  which  is  that  if  you  know 
something  about  the  subject,  you  shouldn't  have  anything  to  do 
with  it  because  you  might  use  some  common  sense  and  do  it  right. 
Of  course,  his  attitude  is  that  if  you  know  something  about  it,  you 
are  biased  and  therefore  you  should  be  excluded  from  the  process 
of  having  anything  to  do  with  saying  how  it  should  turn  out,  and 
so  what  you  said  rings  a  bell  with  me  there. 

And  of  course,  Stan,  you  know,  we're  going  to  reauthorize  the 
Endangered  Species  Act.  We  have  got  a  time  problem  here,  so  I  am 
going  to  hold  this  short.  We're  going  to  reauthorize  the  Endangered 
Species  Law  this  year,  but  we  are  insisting  that  economic  and  so- 
cial factors  be  given  equal  status,  job-creating  factors  be  given 
equal  status  to  preserving  otters,  and  what  have  you.  So  I  think 
that  can  make  a  dramatic  impact. 

And,  you  know,  another  thing,  down  here  where  we  have  got  all 
the  forests  in  Southern  Missouri,  they  don't  have  any  forests  up  in 
Northern  Missouri,  this  is  a  $2  billion  industry  in  the  state  of  Mis- 
souri, and  the  way  the  forest  products  industry  gets  kicked  around, 
it  is  a  wonder  they  even  want  to  stay  in  business.  How  many  jobs 
the  forest  products,  the  wood  products  industry,  provides  to  Mis- 
souri is  almost  incalculable. 

Chairman  Bond.  Twenty  thousand  or  something  like  that. 


43 

Mr.  Emerson.  And,  here  an  interesting  thing  is  I  can  prove  to 
you  statistically  we  have  got  more  trees  in  Missouri  today  than 
when  I  was  a  boy,  half  again  as  many  trees  as  we  did  back  in  1950. 
Yet  when  you  hear  these  "greens"  as  you  referred  to  them  talking 
about  it,  you'd  think  we're  running  out  of  trees,  one  of  our  best, 
most  renewable  resources.  So  you  are  ringing  some  real  bells  here 
today,  and  I  thank  all  of  you  for  your  testimony,  but  the  good  news 
is  I  think  we're  finally  going  to  be  in  a  position  to  move  in  the  right 
direction  on  these  issues.  Thanks  for  your  generosity  on  the  time, 
Kit. 

Chairman  BOND.  Thank  you  very  much.  Bill.  I've  only  planted 
about  4,000  of  those  trees  personally,  but  I  am  still  working  on  it, 
and  we  do  appreciate  very  much  your  testimony.  We  will  be  work- 
ing on  the  Endangered  Species  Act.  We're  going  to  be  putting  a  lot 
of  time  and  effort  into  it  to  try  to  make  it  reasonable  to  recognize 
the  legitimate  goals  of  keeping  a  diversity  of  species,  but  we  really 
need  and  welcome  the  input  you  have. 

And  that's  one  of  the  reasons  I  took  on  a  fifth  committee.  Envi- 
ronment and  Public  Works.  It  not  only  divides  up  highway  moneys, 
it  has  endangered  species  and  all  the  environmental  efibrts  on  it. 
So  we  plan  to  be  at  the  table  and  make  our  voices  heard.  Gentle- 
men, I  thank  you  very  much,  and  we  do  appreciate  your  testimony, 
and  we  will  look  forward  to  having  any  further  comments  and 
questions  you  may  want  to  offer. 

Now  we're  very  excited  to  have  another  outstanding  panel,  Eddie 
Barnhill,  Assistant  General  Manager  of  Delta  Growers  Association 
in  Charleston;  David  Blakemore,  General  Manager,  B  &  B  Cotton 
Company  in  Campbell,  Missouri;  and  Dr.  Danny  Terry,  Chairman 
of  the  Department  of  Agriculture  of  Southeast  Missouri  State  Uni- 
versity. Aiid  we're  delighted  to  have  all  of  you  here.  Thank  you  so 
much  for  your  efforts  and  taking  the  time  to  be  with  us. 

Mr.  Barnhill. 

STATEMENT  OF  ED  BARNHILL,  ASSISTANT  GENERAL  MAN- 
AGER, DELTA  GROWERS  ASSOCIATION,  CHARLESTON,  MIS- 
SOURI 

Mr.  Barnhill.  First  I'd  like  to  thank  you,  Mr.  Chairman,  for 
holding  this  meeting  today,  and  also  I'd  like  to  also  thank  Con- 
gressman Emerson  for  participating  today.  I  would  like  to  address 
you  with  some  concerns  and  ideas  on  the  Workers  Protection  Act, 
the  cost  benefits  of  ag  chemicals,  and  paperwork  burdens  on  small 
businesses. 

I  guess  one  observation  I  have  today,  if  not  anything,  it  seems 
like  we're  preaching  to  the  choir  here  today.  With  what  all  you 
have  done  for  agriculture  especially  in  the  Bootheel  of  Missouri, 
there's  no  way  we  can  thank  you  enough.  Both  of  you  gentlemen 
have  been  here  constantly  on  a  consistent  basis.  You  have  been,  I 
know,  in  our  place  of  business  almost  on  an  annual  trip,  and  so  we 
feel  like  we're  preaching  to  the  choir  here,  but  you  are  here  today, 
so  we're  going  to  share  our  concerns  with  you. 

I  am  representing  two  segments  of  the  agricultural  community 
today,  first,  that  of  a  local  farmer-owned  cooperative,  and  the  agri- 
cultural producers  themselves.  Farmers  want  to  farm.  If  a  farmer 
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can't  concentrate  on  farming,  America  will  not  be  able  to  get  what 
it  needs  from  the  farm. 

First,  the  Workers  Protection  Act.  First  I  want  to  thank  you,  Mr. 
Chairman,  for  your  involvement  in  delaying  the  effective  date  by 
six  months  to  enable  the  retailers  to  prepare  and  time  for  interpre- 
tation of  the  law.  It  is  generally  agreed  that  EPA's  calculation  of 
risk  factors  tend  to  overstate  the  risks  because  of  the  worst  case 
assumptions.  You  may  fmd  it  interesting  to  know  that  most  farm- 
ers will  agree  with  many  of  the  guidelines  of  the  WPS,  but  they 
would  also  follow  those  remarks  by,  "We're  being  overregulated, 
and  that  shouldn't  apply  to  us." 

Recent  surveys  show  that  92  percent  of  the  farmers  are  likely  to 
use  safer  pesticides  in  the  future  and  71  percent  are  likely  to  use 
fewer  pesticides.  The  American  farmer  is  very  much  in  tune  with 
the  safe  use  of  pesticides.  The  areas  that  we  would  like  to  see  ad- 
dressed in  the  WPS  are:  Reduce  protection  requirements  for  low 
contact  work,  reevaluation  of  restricted  entry  intervals  for  pes- 
ticides other  than  biologicals,  the  decontamination  facility  require- 
ments, employee  responsibility  for  personal  protective  equipment, 
and  farm  employer/owner  liability. 

I  will  close  my  comments  on  the  WPS  by  asking  you  both  to  sup- 
port a  further  delay  of  the  implementation  of  the  general  require- 
ments of  the  Workers  Protection  Standards. 

Cost/benefits  of  chemicals.  Farm  chemicals  protect  crops  from  in- 
sects, weeds  and  diseases.  Without  crop  protection,  food  prices 
would  jump  40  to  75  percent  according  to  university  studies.  Short- 
ages, lower  quality  would  be  common.  Without  pest  control,  over  50 
percent  of  our  food  crops  would  be  destroyed  each  year.  It  is  esti- 
mated that  industry  combined  with  state  and  local  governments 
spend  $7  billion  each  year  to  support  food  and  ag  safety  and  qual- 
ity inspection.  In  addition,  31  different  laws  authorize  12  federal 
agencies  to  spend  an  estimated  $1.4  billion  annually  for  similar  ac- 
tivities. 

As  former  Deputy  Secretary  Myers  stated,  the  farmers  are  very 
concerned  about  the  environment,  because  we're  talking  about 
where  they  live  and  where  they  raise  their  families.  The  farmer  is 
the  original  environmentalist,  and  the  land  is  their  legacy.  Amer- 
ican farmers  now  feed  the  world  using  less  acreage  than  ever,  and 
their  customers  live  much  longer.  Why?  What  gave  us  that?  Gov- 
ernment? Lawyers?  Lawsuits?  No,  technology  gave  us  that. 

Thanks  to  this  technology  and  the  American  farmer,  we  have  the 
most  abundant,  highest  quality,  and  the  cheapest  food  supply  in 
the  free  world. 

Reform  of  the  Delaney  Clause  will  be  brought  up  again  this  year 
in  Washington.  Please  consider  negligible-risk  standards  versus 
zero-risk  standards  for  both  raw  and  processed  foods.  The  consider- 
ation of  benefits  must  be  included  in  the  Delaney  Clause  reform. 

Now,  paperwork.  I  am  not  sure  I  could  add  much  more  to  the  Pa- 
perwork Act  than  Mr.  Milbach  stated,  but  if  there's  one  area  in  ag 
sector  that  everyone  would  agree  on,  it  is  the  abundance  of  paper- 
work required  to  conduct  business.  The  days  when  you  could  con- 
centrate on  buying  and  selling  your  products  and  servicing  your 
customers  now  seems  to  be  overshadowed  by  that  of  paperwork. 
When  you  are  required  to  comply  with  the  regulations  of  the  EPA, 
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IRS,  DOT,  plus  many  state  regulations,  your  time  can  quickly  be 
taken  from  you.  The  amount  of  time  that  our  company  spends  on 
paperwork  in  one  year  is  equivalent  to  more  than  2,000  man  hours. 
And  as  you  know,  this  labor  cost  does  not  add  to  our  bottom  line, 
it  only  enables  us  to  stay  in  business. 

In  closing,  I  want  to  thank  you  for  letting  us  share  our  concerns 
and  views  with  you  today.  I  realize  we  don't  have  all  the  answers 
and  we  shouldn't  expect  you  to  have  them  either,  but  I  certainly 
appreciate  you  coming  out  and  holding  this  listening  post  today 
and  taking  these  concerns  back  to  Washington.  Thank  you. 

Chairman  BOND.  Thank  you  very  much,  Mr.  Barnhill. 

Mr.  Blakemore. 

STATEMENT  OF  DAVID  BLAKEMORE,  PRESIDENT,  COTTON 
PRODUCERS  OF  MISSOURI,  AND  GENERAL  MANAGER,  B  &  B 
COTTON  CO.,  CAMPBELL,  MISSOURI 

Mr.  Blakemore.  Yes,  sir.  I'd  like  to  thank  you  on  behalf  of  the 
Cotton  Producers  of  Missouri  in  letting  us  be  here  today  and  for 
your  support,  you  and  Congressman  Emerson,  what  you  have  done 
for  us  up  there.  You  may  not  realize  it,  but  in  the  seven-county 
area,  the  revenue  is  approximately  $175  million  for  cotton  produc- 
ing in  this  state,  and  we  thank  you. 

I'd  like  to  thank  you  for  the  opportunity  to  express  my  concerns 
about  the  expensive  and  burdensome  regulations  small  businesses 
face  today.  I  manage  a  small,  family-owned  agribusiness  named 
B  &  B  Cotton  Co.  In  the  fall  of  1993,  a  representative  of  the  Mis- 
souri Department  of  Natural  Resources  inspected  our  cotton  gin. 
During  the  inspection,  the  inspector  asked  when  we  had  changed 
our  cotton  sucks.  In  1992,  we  had  two  cotton  sucks,  one  behind  the 
other.  In  the  spring  of  1993,  we  installed  hydraulically-operated 
sucks  and  placed  them  side  by  side.  He  informed  me  he  thought 
everything  would  be  all  right  but  he  was  going  to  get  a  ruling  from 
Jefferson  City. 

About  the  time  we  finished  ginning  season,  I  received  a  letter 
from  the  Missouri  Department  of  Natural  Resources.  The  Missouri 
Department  of  Natural  Resources  has  the  responsibility  of  enforc- 
ing the  Clean  Air  Act  as  passed  by  Congress  and  regulated  by  the 
EPA.  They  informed  me  I  was  in  violation  of  the  Clean  Air  Act  for 
failure  to  get  a  permit  to  construct.  There  was  no  mention  of  any 
fines  or  penalties,  so  I  didn't  think  much  about  it.  Three  weeks 
later  I  received  another  letter  telling  me  I  was  in  violation  for  fail- 
ure to  get  a  permit  to  construct.  You  can  imagine  my  surprise 
when  this  letter  stated  the  penalty  was  $10,000  per  day  per  viola- 
tion. This  last  letter  got  my  attention. 

After  the  second  letter,  I  contacted  DNR  and  arranged  a  meeting 
with  the  enforcement  officer  in  Jefierson  City.  He  informed  me  I 
would  have  to  prove  we  had  not  changed  our  emissions  or  our  po- 
tential to  emit,  then  we  would  negotiate  settlement.  During  the 
meeting  I  asked  how  long  this  regulation  had  been  in  effect.  I  don't 
remember  the  exact  date,  but  the  law  had  been  in  effect  for  years. 
I  then  asked  why  nobody  knew  about  this  law,  and  I  was  told  it 
was  not  up  to  the  Department  to  inform  businesses  of  the  rules  and 
regulations. 
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He  then  urged  me  to  put  one  person  on  my  staff  with  the  sole 
purpose  of  keeping  abreast  of  the  provisions  of  the  Missouri  Clean 
Air  rules  and  regulations.  We  continued  our  discussion,  and  the  of- 
ficer said  my  documentation  looked  good  and  that  he  thought  we 
could  work  everything  out.  Three  weeks  later  I  got  another  letter 
saying  that  I  had  not  changed  my  emissions  or  my  potential  to 
emit.  Since  I  had  not  put  back  the  exact  equipment,  I  was  still  in 
violation,  and  they  proposed  a  $2,000  fine  to  be  suspended  contin- 
gent that  I  did  not  violate  any  provisions  of  the  Clean  Air  Act  for 
the  next  two  years. 

In  1994,  we  embarked  on  a  major  renovation  of  our  gin.  The  first 
thing  I  did  was  apply  for  a  permit  to  construct.  After  getting  bids, 
budgeting  for  equipment  and  signing  contracts,  we  became  aware 
that  within  five  years  our  new  equipment  would  not  be  in  compli- 
ance. We  checked  out  the  proposed  regulations  and  got  bids  on 
what  it  was  going  to  cost  to  make  the  changes  during  construction 
or  wait  until  they  were  mandated.  Estimates  using  Best  Available 
Technology  were  approximately  $90,000  or  we  could  do  as  we 
planned  and  in  five  years  it  would  cost  between  $175,000  or 
$190,000.  We  naturally  spent  the  money  now.  My  point  is  we  had 
close  to  $100,000  of  dead  expense.  We  could  have  used  that  money 
to  build  a  cotton  warehouse  and  made  us  more  competitive.  This 
would  have  added  to  our  profitability  and  created  more  jobs. 

If  we're  going  to  have  to  spend  all  this  extra  money  on  Clean  Air 
regulations,  we  need  some  way  to  recoup  some  of  this  exorbitant 
cost.  Due  to  the  use  of  Best  Available  Technology,  we  have  the 
least  emissions  of  any  gin  in  Missouri.  However,  my  customers 
aren't  bragging  about  how  clean  our  air  is;  they  want  their  cotton 
ginned  at  the  most  competitive  price.  It  is  tough  for  our  company 
to  be  competitive  when  we  have  had  to  spend  an  extra  $100,000 
on  air  pollution  equipment.  Not  only  is  Congress  talking  about 
drastically  cutting  the  Farm  Program,  the  farmer  will  ultimately 
pay  for  any  environmental  regulations  passed  by  Congress  and  reg- 
ulated by  the  EPA. 

In  these  times  of  international  competition  and  reduced  profit 
margins,  the  farmer  and  the  infrastructure  that  processes  his  crops 
are  going  to  have  to  be  more  competitive.  We  need  some  way  to 
help  pay  for  these  costly  regulations.  If  society  is  going  to  require 
cleaner  air  and  inexpensive  fiber,  the  burden  should  not  be  placed 
exclusively  on  one  segment  of  the  population.  The  consumer  and 
the  farmer  benefits  when  all  agricultural  products  can  be  processed 
as  cleanly  and  economically  as  possible.  Thank  you. 

Chairman  BOND.  Thank  you  very  much,  Mr.  Blakemore.  Thank 
you. 

All  right.  Now,  Dr.  Terry. 

STATEMENT  OF  DR.  DANNY  E.  TERRY,  CHAIRPERSON,  DE- 
PARTMENT OF  AGRICULTURE,  SOUTHEAST  MISSOURI  STATE 
UNIVERSITY,  CAPE  GIRARDEAU,  MISSOURI 

Dr.  Terry.  Mr.  Chairman,  thank  you  for  this  opportunity  to  pro- 
vide my  views  and  concerns  on  the  future  of  agribusiness.  I  am 
Dan  Terry.  I  am  a  college  professor  here  at  Southeast  Missouri 
State  University,  and  I  guess  if- 1  represent  any  groups,  it  would 
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be  the  current  and  the  future  generations  of  working  Americans, 
particularly  i-ural  Americans. 

Let  me  begin  my  statement  by  painting  a  broad  picture  in  com- 
paring agribusinesses  to  other  business  areas.  As  you  are  well 
aware,  agribusiness  is  far  from  a  homogeneous  industry.  It  is  in 
part  made  up  of  small,  medium  and  large  acreage  farms  often  high- 
ly specialized  and  held  as  single  proprietorships,  partnerships  and 
family-owned  corporations.  In  addition,  agribusiness  includes  credit 
and  other  input  supply  firms,  marketing  and  processing  firms, 
transportation  networks,  wholesalers,  restaurants,  retailers  and 
many  others  providing  products  to  consumers  of  all  walks  of  life. 
Thus  agribusiness  industry  is  composed  of  a  complex  series  of  firms 
each  depending  on  others.  These  firms  supply  inputs  to  farms, 
produce  raw  commodities,  process  agricultural  products  into  fin- 
ished goods  and  store  and  transport  raw  products  and  finished 
goods  to  the  ultimate  consumers.  We  can  no  longer  think  of  agri- 
culture as  solely  the  physical  and  biological  production  of  agricul- 
tural commodities. 

The  United  States  is  an  extremely  productive  country,  probably 
more  so  than  any  other  country  in  the  world.  Assuming,  and  I  want 
to  put  that  in  bold  and  highlight  it  and  in  italics  and  everything 
else,  assuming  a  level  playing  field,  the  efficiency  of  American  agri- 
business currently  has  no  rival.  If  the  United  States  has  a  com- 
parative advantage  in  the  production  of  any  product  type,  it  is  cur- 
rently in  agricultural  commodities. 

However,  using  some  familiar  measures,  production  agriculture 
is  relegated  to  a  very  small  but  very  important  piece  of  the  eco- 
nomic pie.  Using  convenient  measures,  the  most  important  eco- 
nomic activities  are  associated  with  services.  The  total  service  sec- 
tor of  the  economy  includes  such  activities  as  medical  care,  legal 
and  accounting  services,  entertainment,  retail  and  wholesale  trade, 
financial  services,  and  yes,  government.  The  service  sector  accounts 
for  almost  70  percent  of  our  national  output.  Consequently,  the 
basic  goods  industries,  agriculture,  mining  and  manufacturing,  ac- 
count for  less  than  one-third  of  the  national  output. 

Current  data  indicates  that  manufacturing  contributes  approxi- 
mately one-fifth  of  the  national  output  and  employs  one-sixth  of  the 
labor  force.  Mining  and  construction  follows  by  employing  approxi- 
mately five  percent  of  the  labor  force  and  producing  five  percent  of 
the  nation's  output. 

Farming,  our  most  important  industry,  is  a  relatively  small  in- 
dustry. Farming  produces  approximately  2  percent  of  the  nation's 
output  and  directly  employs  3  percent  of  the  employed  labor  force. 
However,  farming  indirectly  accounts  for  much  employment  in 
other  industries  such  as  manufacturing  and  processing,  whole- 
saling and  retail  trade  areas.  In  total,  agribusiness  employs  more 
than  3  million  people  in  farm  production,  16  million  people  in  mar- 
keting and  distribution  of  farm  products,  and  almost  4  million  peo- 
ple in  the  production  of  farm  equipment  and  all  other  input  sup- 
plies and  services.  Agribusiness  is  thus  responsible  for  employing 
approximately  one-sixth  of  the  labor  force  in  this  country.  In  addi- 
tion, the  food  and  fiber  system  contributes  16  percent  of  the  na- 
tion's gross  national  product,  and  as  you  have  indicated  in  your 
opening  remarks,  agriculture  is  a  net  export  industry. 
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So  where  are  the  opportunities  in  agribusiness  going  to  be?  A 
strong  employment  market  currently  continues  in  this  sector.  Over- 
all, there's  a  shortfall  of  qualified  graduates,  particularly  at  the 
baccalaureate,  master's  and  doctoral  degree  levels  to  fill  the  many 
job  openings.  Marketing,  merchandising  and  technical  sales  posi- 
tions such  as  advertising  managers,  commodity  brokers,  food  bro- 
kers, grain  merchandisers,  landscape  contractors,  marketing  man- 
agers, sales  representatives,  and  technical  service  representatives 
seem  to  be  the  most  difficult  to  fill.  Followed  by  priority  positions 
such  as  scientists,  engineers  and  related  specialists.  Many  of  the 
skilled  openings  are  in  smaller  agribusinesses.  The  growth  trends 
in  employment  are  with  these  firms  where  they  seek  young  men 
and  women  with  the  ability  to  assume  responsibility,  willingness  to 
work  hard,  initiative,  drive,  resourcefulness,  motivation,  ability  to 
handle  stress,  and  self-discipline.  I  know  of  no  better  place  to  de- 
velop these  skills  than  in  rural  America  and  with  small  business. 

Yet  with  overburdensome  and  ever-increasing  regulations  that 
infringe  upon  the  agribusiness  employers,  opportunities  in  govern- 
ment and  its  bureaucracies  will  increase  while  opportunities  in  ag- 
ribusiness will  almost  certainly  diminish.  Small  businesses  rep- 
resent the  foundation  of  agribusiness.  And  again,  assuming  a  level 
playing  field,  the  efficiency  of  American  agribusiness  currently  has 
no  rival.  Yet  cumbersome  and  excessive  regulations,  with  many  of 
the  examples  presented  today,  significantly  and  adversely  tilt  this 
playing  field.  Some  federal  government  regulations  are  necessary, 
we  realize  that,  for  the  good  of  society.  However,  in  terms  of  agri- 
business, do  we  want  to  go  so  far  as  to  regulate  ourselves  away 
from  a  position  of  having  the  greatest  comparative  advantage  to 
one  of  least  comparative  disadvantage?  A  common  sense  cost/bene- 
fit approach  seems  to  be  a  way  to  avoid  such  an  end.  Thank  you, 
Senator. 

Chairman  Bond.  Thank  you  very  much.  Dr.  Terry,  and  thank 
you  for  that  scholarly  background  on  the  importance  of  making 
sure  that  regulations  don't  get  out  of  control.  Let  me  just  ask  a  cou- 
ple of  quick  questions.  This  Workers  Protection  thing  is  really  of 
great  concern.  We  have  heard  that  all  over  the  country.  Have  there 
been  any  studies  done  on  the  danger  of  heat  fatigue  if  you  are 
wearing  those  moon  suits  and  it  is  90,  95  degrees  and  high  humid- 
ity out  there? 

Mr.  Barnhill.  I  am  not  sure  about  the  studies,  but  when  I  went 
around  to  our  plant  managers  and  asked  them,  "What's  your  big- 
gest concern  about  Workers  Protection  Standards?",  they  said, 
"Heat,"  and  of  course  I  was  thinking  about  maybe  something  to- 
tally different  than  that,  and  I  said,  "What  do  you  mean,  heat?" 
100  degree  days,  90  percent  humidity  and  you  go  to  the  moon  suits. 
There's,  I  am  sure,  a  greater  likelihood  of  a  person  damaging  them- 
selves from  heat  exhaustion  than  what  the  contact  they're  going  to 
have  with  chemicals,  and  once  again,  we  need  some  common  sense 
to  enter  into  this.  Our  guys  wear  rubber  gloves  and  the  long 
sleeved  shirts  and  the  aprons  and  things  like  this,  but  when  you 
start  going  to  the  moon  suits  in  Southeast  Missouri,  I  am  not  sure 
where  the  people  that  regulated  this,  that  wrote  this  regulation,  I 
am  not  sure  where  they  intend  to  go  with  it. 
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Chairman  Bond.  Well,  that  one  does  seem  to  be  a  real  problem. 
You  mentioned  cost/benefit  in  chemicals.  Risk  assessment  I  think 
is  very  important.  Have  you  seen  those  studies  and  the  scare  sto- 
ries about  Alar  raising  the  cost  of  apples  and  causing  more  harm 
than  Alar  ever  will? 

Mr.  Barnhill.  Yes,  sir,  and  I  read  an  article  about  two  years  ago 
talking  about  zero  is  getting  harder  to  find.  We  used  to  have  parts 
per  million  and  parts  per  billion,  now  parts  per  trillion,  and  this 
has  to  stop  somewhere.  The  advantages  of  use  of  farm  chemicals, 
ag  pesticides  safely  with  the  quality  of  food  that  we  have  greatly 
outweighs  the  comparable  risks  that  these  people  are  going  to  face. 

Chairman  Bond.  Mr.  Blakemore,  your  story  about  your  conflict 
with  the  Clean  Air  Act  is  going  to  hasten  us  to  get  to  work  on  that 
Clean  Air  Act,  because  that's  one  of  the  areas  where  the  regulatory 
burdens  are  so  great,  and  very  often  people  don't  have  any  idea 
that  they're  looking  at  those  kinds  of  penalties.  How  much  do  those 
requirements  and  brand  new  environmental  cleaning  machine,  how 
much  does  that  add  per  unit  of  the  costs  that  you  have  to  pass  on 
to  your  customers?  What  are  you  looking  at?  What's  the  typical 
charge  or  the  price  you  pay,  and  what  impact  does  all  this  new 
Clean  Air  equipment  have  on  what  they  have  to  pay  out  of  their 
pocket? 

Mr.  Blakemore.  The  original  $90,000  will  be  spread  over  several 
years,  but  it  probably  costs  us  at  least  25  cents  a  bale  extra,  be- 
cause with  this  equipment,  it  takes  more  electricity,  bigger  fans 
and  bigger  motors  to  pull  the  fans  to  put  the  air  into  the  cyclones, 
and  so  at  least  that  much  right  there  is  a  continuous  cost. 

Chairman  Bond.  And  what's  the  charge  without  that  cleaning, 
how  much  per  bale? 

Mr.  Blakemore.  Well,  cotton  is  unique  in  that  we  gin  for  the 
seed  and  ordinarily  we  give  a  rebate  back.  The  rebate  won't  be  as 
much  by 

Chairman  Bond.  Okay.  So  how  much  would  that  be?  What  would 
the  impact  be?  What's  the  difference?  I  mean  how  much  could  you 
normally  rebate  on  it? 

Mr.  Blakemore.  Well,  it  is  different  each  year.  Senator.  The  cot- 
ton seed  price  is  different,  and  that's  what  determines  it. 

Chairman  BOND.  Okay. 

Mr.  Blakemore.  Two  years  ago  it  was  3  cents.  Last  year  it  was 
a  nickel  per  pound  what  Vv'e  gave  back.  This  year,  seed  is  hard  to 
book  in  advance,  and  I  can't  really  give  you  a  cost  on  what's  going 
to  happen  this  year. 

Chairman  Bond.  Okay.  Dr.  Terry,  you  talked  about  comparative 
advantage,  talking  about  how  if,  and  this  is  something  that's  of 
great  interest  here  because  as  people  are  talking  about  phasing  out 
target  prices,  marketing  loans,  they've  assured  us  that  we  have  the 
comparative  advantage  in  almost  every  agricultural  product  we 
produce  here.  Is  that  your  understanding?  I  mean  without  going 
overboard  on  regulations,  we  could  out-compete  and  produce  on 
corn,  cotton,  beans,  rice? 

Dr.  Terry.  Definitely  so,  assuming  that  other  countries  of  the 
world  also  keep  that  playing  field  balanced  without 

Chairman  Bond.  And  we  don't  have 

Dr.  Terry  [continuing].  Additional  government  subsidies. 
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Chairman  Bond.  And  we  don't  have  the  subsidized  overproduc- 
tion  

Dr.  Terry.  That's  correct. 

Chairman  Bond  [continuing].  Or  the  dumping  on  the  world  mar- 
ket? 

Dr.  Terry.  That's  correct. 

Chairman  Bond.  And  that's  assuming  that  we  keep  the  regu- 
latory costs  under  control? 

Dr.  Terry.  That's  correct.  If  it  continues  like  the  last  40  or  50 
years,  you  are  going  to  lose  that  comparative  advantage;  you  begin 
to  move  to  a  position  of  least  comparative  disadvantage. 

Chairman  BOND.  Well,  that's  something  I  think  that's  very  im- 
portant as  we  look  at  the  future  of  agriculture  to  realize  that  we 
have  got  an  opportunity  to  get  returns  for  our  farmers  from  the 
world  market  rather  than  from  government  programs  from  the 
mailbox,  but  we  have  got  to  make  sure  that  we  don't  mess  it  up 
with  too  much  regulation.  Congressman. 

Mr.  Emerson.  I  know  the  time  factor  here  is  starting  to  catch 
up  with  us,  but  I'd  be  remiss  if  I  didn't  share  with  Mr.  Barnhill 
the  fact  that  the  first  order  of  business  in  the  Agriculture  Commit- 
tee when  we  return  from  this  Easter  break  is  going  to  be  to  deal 
with  FIFRA,  which  is  where  the  Delaney  Clause  is  to  be  found, 
that's  one  place. 

Another  place  is  in  the  Food  Safety  Act,  but  we  are  going  to  fix 
the  Delaney  Clause.  At  the  time  the  Delaney  Clause  came  into  ex- 
istence, science  was  able,  they  were  at  a  level  then  that  they  could 
measure  into  parts  per  million.  Now  they  can  measure  into  parts 
per  quadrillion.  Now,  the  Delaney  Clause  is  no  longer  relevant,  but 
we're  still  bound  by  it,  and  it  really  does  need  to  be  fixed,  and  it 
will  be  fixed. 

Chairman  BOND.  Thank  you  for  your  comments. 

Mr.  Emerson.  Thank  you.  Senator,  for  your  generosity  in  allow- 
ing me  to  participate  here  today.  I've  learned  a  lot.  It  is  good  stuff", 
good  witnesses. 

Chairman  BOND.  Well,  I  tell  you,  I've  learned  a  great  deal  too. 
I  guess  we  can  say  that  nature  isn't  risk-free,  and  there's  no  way 
that  we  can  expect  what  man  does  to  be  totally  risk-free,  but  we 
certainly  can  use  a  lot  better  science  and  a  lot  better  common  sense 
in  judging  the  kinds  of  dangers  we  have  to  deal  with  and  minimal 
risks  we  need  to  accept. 

Well,  your  entire  statements  will  be  made  part  of  the  record.  We 
do  welcome  additional  comments.  It  has  been  very,  very  helpful  to 
me.  I  want  to  thank  all  of  you  who  prepared  testimony,  those  of 
you  who  have  come.  I'd  like  to  thank  the  people  who  have  assisted 
us  and  Southeast  Missouri  State  for  the  gracious  hospitality.  Al- 
ways a  pleasure  to  be  here,  and  my  special  thanks  to  all  of  you  who 
made  it  a  successful  day.  This  hearing  is  adjourned. 

[Whereupon,  at  4:30  p.m.,  the  committee  was  adjourned.] 
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